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“GETTING READY FOR CHRISTMAS,” by Douglass Crockwell, Number 24 in the series ‘‘Home Life in America,” by noted American illustt 


Tecor belongs. 4 enjo Yy it 


In this home-loving land of ours ...in this America of kindli- 
ness, of friendship, of good-humored tolerance ... perhaps no 
beverages are more “at home” on more occasions than good 
American beer and ale. 

For beer and ale are the kinds of beverages Americans like. 
They belong—to pleasant living, to good fellowship, to sensible 
moderation. And our right to enjoy them, this too belongs—to 


our American heritage of personal freedom. 


AMERICA’S BEVERAGE OF MODERATION 





Veal....or capital? 


f CALF IS BORN. The farmer can enjoy it the money, and invest it in machinery. 
A as roast veal. Or—he can deny himself It’s a good thing for you and your 
that enjoyment, raise the calf toa cow, and _— children that so many people have denied 
then sell her milk. themseives, and saved enough to pay for 
It’s a good thing for you and your today’s machinery—without which modern 
children that so many farmers denied _ high-wage jobs would never be possible. 
themselves the veal and saved the calf No one would deny that the farmer has 
for cow’s milk. helped everyone and has a right to the 


This is exactly what happens in industry. | earnings from his cow. No one can deny 
Thousands of people, with a little money that the saver has benefited workmen and 


each, can spend that money on them- has a right to the earnings on his savings. 


selves. Or, they can deny themselves, save That’s all there is to capital and dividends. 
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News within the News 





MEDIATION IN BERLIN DISPUTE—Pitfalls facing the peacemaker are told here in 


an interview with Dr. Juan A. Bramuglia, 


Argentina diplomat who sparked ef- 


forts in the United Nations to mediate the Ber lin GDISIS o/s cacviscane ee P. 36 


WHAT THE FARMERS WANT—Stability of the dollar and emphasis on the free- 
enterprise system. That’s the aim of farmers. Here, U. S$. News & World Report 
interviews Allan B. Kline. head of American Farm Bureau Federation........ P. 42 


ARE 3085S SCARCER?.................... pal 
“Help wanted” signs are being removed 
from much of U.S. industry, The num- 
ber of jobless workers is rising. Employ- 
ment has dropped below 60,000,000, and 
experts are beginning to puzzle over the 
trends, 


LOW VALUE OF HIGH PROFITS....P. 13 
Cost of living, it turns out, has risen even 
more for business than for consumers. 
The businessman’s dollar buys only 46 
cents worth of labor now, and only 40 
cents worth of raw materials, 


AMTOS EASIER TO GET...............: P. 16 
It doesn’t take as much money to buy a 
car as it used to, Premiums are down. 
More autos are available at list price. 
Dealers are de-emphasizing accessories. 
Next year will see a step-up in sales 
campaigns, 


SHIFT IN HUNT FOR SPIES............ P. 18 
U.S. hunt for spies is far from over. 
It is to shift now from the scrutiny of 
Chambers-Hiss affairs to a new seach for 
wartime and postwar spies. This article 
shows how the emphasis is to change. 


FEDERAL RAISES ON WAY............ P. 20 
Government officials, men of high caliber, 
will be getting low salaries even if pros- 
pective raises go through, Industry still 
pays executives better. 


NEW BLUEPRINT FOR U. 6............. P34 
Federal Government, now haphazard and 
unmanageable, is to get a blueprint for 
efficiency. Here is a preview of the plan 


that is now being worked out by a com- 
mission headed by former President Her- 
bert Hoover. 


BRITAIN‘S FOUR-YEAR PLAN........ P. 24 
If all goes well in the next four years, 
Britain will be off the dole that the U.S 
is providing. Explained here.is the im- 
pact of the British four-year plan on both 
sides of the Atlantic. 


BACK OF SPREADING REVOLTS....P. 35 
Uncle Sam, concerned with troubles from 
Berlin to China, suddenly finds a rash of 
revolts at his back door, Unrest is flaring 
throughout Latin America, Test is near 


for the Western Hemisphere’s “little 
United Nations.” 
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Ye are the Light of the World... 


THE LIVES AND WORKS oF MEN—from the first hopeful gasp of life until the final, yielding 


one—shape the way of the world. 

The farmer behind his plough, the craftsman at his wheel, the man who is hailed as the 
leader of men, whose deeds are on the lips of the world, or he who lives unknown or for- 
gotten—each man creates a part of the pattern of things as they are and as they will be. 

May it be the PRAYER of men in a// lands that Mankind may live and work in peace 
with love for one another. It was the pRAYER of the Great Teacher, who in the immortal 


Sermon on the Mount, spoke these words to Man... “YE ARE THE LIGHT OF THE WORLD.’ 


A full color reproduction of this illustration, 9 x 1034 suitable for framing, will be sent upon 
fequest. Write to Advertising Department U, Norfolk and Western Railway, Roanoke, Virginia, 


Norfolk and Wester. Ratlway 


























* SMIEE TRUCKS- Wline TRAILERS 


MOVE FACTORY OUTPUT: 


4 ee MOVE the entire output of one of the 

world’s largest electric cleaner factories 6 
miles to a railhead might seem like a difficult 
problem—but not to The Hoover Company. 


With a fleet of 9 Fruehaufs and 3 Mack truck- 
tractors to pull them, the factory at North 
Canton, Ohio, has literally been moved onto 
the main line. 


"Shuttle System”—The Answer! 

Each truck does triple duty. While some of 
the nine Trailers are being loaded at the 
factory, others are unloading at the railhead, 
while the three trucks and remaining Trailers 
are in transit. A further saving results from 
the fact that each Trailer returning from the 
railhead is loaded with raw materials for the 
production lines. There’s no waste motion in 
either direction. 


A Hear Harrison Wood, 
\ Interpreter of World 
- Events, Sundays, 3:00 


P.M. E.S.T. over ABC. 


1G PROOWEIS: 


BY THE MILLIONS 





“ENGINEERED 





The savings in initial equipment and operat- 
ing cost are really worthwhile. The first Fruehauf 
bought in 1929—still in service—demonstrated 
it so well that more and more units were added 
as the company grew. 


Trailers Save Money for Industry ! 


Trailers are doing a splendid job for industry. 
They link plants, put stockpiles on wheels and 
handle direct deliveries more economically than 
by any other method. 

Surely, it’s worth investigating in your case, 
so why not let a Fruehauf man show you how 
much more productive your trucks can be by 
coupling them to Trailers? 


World’s Largest Builders of Truck-Trailers 


FRUEHAUF TRAILER COMPANY 


DETROIT 32 e LOS ANGELES 11 
In Canada: Weston, Ontario 


79 Factory Service Branches 
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There is coming to be rather broad agreement on these points: 

Business again is rounding a top, as it did in early 1947 and 1948, with 
its new direction to be downward, barring a much expanded armament program. 

A trend reversal of the kind that occurred last year and early this year is 
less likely this time. Inflation is older, more worn out, harder to revive. 

Buyers, not sellers, more and more are likely to call the tune. 

Any decline in activity, however, probably is to be moderate. Props on 
hand are many. More will be fashioned if deflation really should take over. 

Prices probably are to decline a little next year. Jobs will be somewhat 
scarcer. Unemployment probably will rise moderately. Profits will be smaller 
for many lines of business. Spending by business and individuals may slacken. 

What has happened is that more and more people have been priced out of more 
and more markets. The most urgent needs for new cars, houses, clothing, house- 
hold equipment have been filled. Many people have used up their savings and 
their credit. Others, with urgent wants filled, are inclined to save more, to 
spend less of their income. If Government doesn't pump out more cash than it 
now plans to pump out, inflation will be in trouble, deflation looking up. 











A timetable of change seems likely to be about like this: 

In first half, 1949, activity will continue high, but with spreading signs 
of mild deflation. Building is to continue active on the basis of contracts now 
awarded. Auto demand will remain high. Armament spending will rise. 

In second half, 1949, unless Government steps up spending plans, deflation 
is likely to be more dominant. Big crops, if they come, will affect prices of 
farm products. More industries will have completed expansion plans. There is 
likely to be less of a Scramble for new cars. More people will have houses. 

1950, first half, probably will provide the test of how far deflation is to 
go, at what point the turn upward, after adjustment, is to occur. 

That's the pattern most talked of at this stage. There is debate going on 
inside the Government now on whether a pattern of adjustment should go ahead or 
whether another big move by Government should be made to head it off. A big new 
arms program is considered. The chances are that the decision will be to avoid 
big increases in arms spending. There is some question whether Government now 
could move fast enough to prevent some adjustment even if it tried. 








The dominant view is that any adjustment ahead will be moderate. 

Spending by Government is to be in a rising trend even if there is no new 
arms program. Outgo will exceed income if deflation does occur. 

Prices of farm products will be supported. A floor will be fixed under 
wages. Social-security payments will rise as business slips. Congress will be 
inclined to go in for big public works, for public housing, river developments, 
more public power, maybe more armament, if things tighten up. 

Installment-credit terms can be eased. Businessmen probably will find that 
Government is ready to lend directly if bank credit is hard to get. The over-all 
Supply of money will remain very large. Money supply and the rate of industry 
are controlled by Government, not by private groups. 








(over) 














NEWSGRAM--TOMORROW~- (Continued) 








The net of it is that deflation, if it does develop, will lead to counter. 
moves by Government to cushion or to reverse the downward trends. Once prices 
are brought back into better balance at a lower level, there are immense new de- 
mands for goods to be filled. The trouble at this stage is that various parts of 
the economic system are out of balance. If a trip-up is to be avoided there has 
to be another dose of inflation, but that dose may not be supplied. 


What developing trends do suggest is this: 

An excess-profits tax will be forgotten. If profits decline, as they are 
likely to do in 1949, there won't be many "excess" profits to tax. 

Wage rises, fourth round, are far from sure. If pay is raised and if prices 
can't be raised, then industry would be forced to save on labor, to get along 
with fewer workers. There are scattered layoffs now. 

Strikes will become unpopular with workers. There might not be as many 
jobs at the end of the strike as before the strike, if trends are down. 

Controls are to become very unlikely. Price control isn't needed if the 
trend of prices is downward. Rationing of goods in surplus is unnecessary. 

As a matter of fact, by mid-1949 Congress may be thinking of what to do to 
make sure that a deflation is checked rather than worrying about inflation and 
how to control it. This assumes that Mr. Truman will not go all out for a vast 
additional program of spending designed to keep inflation rolling. 








A new house in summer, 1949, very probably, will cost less than now. A 
turn down iS occurring in lumber; is probably to Spread gradualiy. 

Cars other than in the lower price range are becoming available without 
much wait. A buyers' market in most cars is probable by or before mid-1949. 

Food is in a declining price trend that is likely to continue. 

Clothing prices are more likely to decline than to rise. It is going to be 
necessary, apparently, to lower prices to move many kinds of goods. 

Cost of living is moving into a period of stability or of mild decline 
after a rise that has amounted to 75 per cent since prewar times. 








Unless there is a reversal of trends that now are developing: 

Farmers in 1949 will not be quite as well off as in 1948. Farm income is 
entering a period of decline as surpluses recur and prices ease off. 

White-collar workers will benefit by any decline in living costs. 

Wage earners with jobs, unless hours of work are reduced, will be as well 
or better off next year than this year. Wage cutting doesn't seem likely. 

Unemployed, however, will pay the bill for any slowing in business. 

Investors next year are likely to be somewhat less well off than in this 
year. Dividend payments will be reduced with any down-trend in profits. 

For most people, living standards are to stay high or go on rising a bit. 











Of course, if war scares Should recur, leading to big new armament plans, 
or if war itself should develop, then inflation would take hold again. 

War appears to be a receding prospect for the near future. 

Arm>-ment_spending will go on rising even without new war scares, but not on 
the scale on which the military leaders want it to rise. 

The way things are sizing un, 1949 is to bring another test of inflation. 
This time there is less chance that inflation will get another lease on life. 





To help the busy reader follow important trends, we extend the 
Newsgram through the magazine by means of brief paragraphs in larger type 
at the head of each article. Thus we are able to give in Newcsram form 
additional coverage of essential news. -- The Editors 
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BUDD COMPANY PUTS $14,000,000 INTO 


NO. 18 OF A SERIES 


EXPANSION PROGRAM IN PENNSYLVANIA 


The Budd Company has completed a huge expansion 
and modernization program at its Hunting Park and 
Red Lion plants in Philadelphia. 

More than $5,700,000 has been spent to reconvert 
and re-equip the 217 acre Red Lion plant. This plant 
has more than 1,000,000 square feet of manufacturing 
space, employs 4200, and houses Budd’s entire railroad 
passenger equipment construction program. 

Over $8,000,000 has been spent for new buildings and 
equipment at the Hunting Park plant. Devoted exclu- 
sively to the manufacture of automobile bodies, this 
twenty-five building plant has stepped up production 


to three and one-half times its prewar level. 





JAMES H, DUFF 
Governor 


ORUS J. MATTHEWS 


Budd’s Red Lion Plant, the most modern and com- 





plete railroad car manufacturing plant in the world. 








Edward G. Budd, Jr., president of the Budd Company said: 
“My father started this business in a little structure here 
in Philadelphia 36 years ago. A lot of things have helped 
the company grow to its present size, but not the least of 
them were our favorable central location, our proximity 
to the raw materials for our business and the abundance 
of skilled workers. We feel that all those factors are just 
as important to us today as they were in the past, and 
that is one reason why our expansions are being made 
right here.” 





May we suggest ideal locations in Pennsylvania 
suited to the requirements of your company? 
We shall be glad to give you information on 
raw materials, labor, markets, living condi- 
tions, transportation facilities, etc. Write to the 


Department of Commerce, Harrisburg, Pa. 


COMMONWEALTH OF 


Pennsylvan 


a In the Heart of the World’s Greatest 
Market With Over 69,000,000 People 
within a Radius of 500 Miles 





Secretary of Commerce 
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ICE PRESIDENTS have not been very 
Dy ieeaebace in the past, but the next 
one is to be different. So a good many 
businessmen were listening intently when 
Alben W. Barkley made his first postelec- 
tion speech last week. He talked about the 
Administration program for the next Con- 
gress, a program that he will have much 
responsibility for enacting. Mr. Barkley 
made the businessmen wait for the thing 
they most wanted to learn about: the pro- 
posed excess-profits tax. 

The civil-rights issue has to be dealt 
with, regardless of the disputes, Mr. Bar- 
kley said. Social Security will be broad- 
ened, Inflation controls will be requested. 
It would be “unthinkable,” Mr. Barkley 
said, that Mr, cae would not insist 
on repeal of the Taft-Hartley law. 

Then. he came to the excess-profits tax. 
He just didn’t know what Mr, Truman 
would do about it, he said, and added 
that there were those who honestly 
doubted that such a levy would be use- 
ful. At least, some businessmen thought, 
an Official doubt had been cast upon the: 
enactment of such a levy. 

Mr. Barkley, meanwhile, could look 
forward to a probable raise in pay. Presi- 
dent Truman asked that the vice-presi- 
dential salary be increased from $25,000 
to $50,000 and that there be raises, too, 
for most top Government jobs. Congress 
secmed ready to go along. 

But Mr. Truman did not feel just right 
about asking for a raise for himself. True, 
he needed one; like everyone else he is 
pinched by high taxes and prices. In ad- 
dition he financed his own campaign to 
a point at which his savings reportedly 
are virtually exhausted. But still he 
couldn’t bring himself to propose a presi- 
dential pay increase. 

So another spoke for him. Budget Di- 
rector James E. Webb urged that the 
President’s pay be raised from $75,000 


to $150,000. That would leave Mr. Tru- 
man about $80,000 of his own after 
taxes, instead of the present $48,300. 


Also suggested was a fat and untaxed ex- 
pense account. 

It would have to be done quickly, 
though—pushed through Congress and 
signed by January 20, because the Con- 
stitution forbids any change in the Presi- 
dent’s salary during the term for which 
he is elected. Reporters were curious 
about Mr. Truman’s attitude. Would he 
veto such a bill, one asked. Mr. Truman’s 
reply was a firm and unembarrassed “No,” 
But, he wanted it made clear that he had 
not asked for the raise. 

Although Congress seemed amenable 
to the pay-raise idea, trouble obviously 
was in the making on an issue about 
which Mr. Truman feels deeply. The 
President has indicated that he would 
like to see the House Committee on Un- 
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The March of the News__ 





























































VICE PRESIDENT BARKLEY 
«an official doubt? 


Activities abolished. He hy 
called it the “red herring” committ 
and the “dead” committee. But it tun 
out to be very much alive. 

The Committee says the 
dictment of Alger Hiss, a 
figure in its inquiry, 
course, It strengthened itself, too, whi 
it produced microfilms of actual Stat 
Department documents that alleged! 
had been given to a Communist spy | 
Department officials, including Mr. His 
Add to this that the Committee normal 
has strong support in the House. 

As a result it appeared that an effort 
to kill the Committee might bring tl 
President his first setback in the $1 
Democratic, Congress. 

Meanwhile, an exhausting stream 6 
callers was in and out of the President’ 
office, sometimes 15 a day. Some cat 
with gifts, some just to talk, others wit 
business on their minds. The last gro 
presented a piece-by-piece 
the program Mr. Truman will be sending 
to Congress Leaving the Whit 
House, the callers reported he had show 
a keen interest in building 1,000,000 pub: 
lic-housing units in four years, that | 
favored continued assistance to Gree 
Secretary of Commerce Charles Sawy' 
presented a report indicating a contin 
steel shortage to back Mr, Truman's ( 
mand for controls, 

There were daily conferences, to0, 0 
the budget, the Economic Council's 1 
port and the state of the union addres 
Mr, Truman will deliver the latter at a 
joint session of Congress on January ? 
Expectations were that*he would receiv’ 
from the 8Ist Congress a bigger ovatidu 
than the 80th ever gave him. 
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ABOUT DATES AHEAD FOR TAXPAYERS 


The time is at hand when taxpayers 
must begin to plan for a series of tax 
dates. There are forms to fill out. There 
ue payments to make. There is estimat- 
ing to be done. 

Salaried persons, wage earners, inves- 
tors, farmers, professional people, em- 
ployers, all have deadlines to meet. So do 
corporations and partnerships. The dead- 
lines are for filing of forms and for pay- 
ment of taxes. 

Nothing that Congress does about 
taxes in 1949 is to alter the requirements 
of present law in regard to 1948 taxes. 
These requirements are centered in the 


weeks and months ahead. 


‘ET what must be done on January 1? 


On January 1, or soon thereafter, many 
employers must make changes in the 
amounts withheld from the wages of 
sme employes for taxes. These changes 
are based upon statements from employes 
who expect to have more or fewer exemp- 
tions in 1949. Such adjustments must be 
made on the first payday in January. 


Who must do what on January 15? 

Many taxpayers have an important dead- 
line to meet on January 15. It is the last 
dav for those who filed declarations in 
March to adjust estimates of 1948 taxes. 
For persons making quarterly payments 
on 1948 estimated taxes, it is the day 
when fourth-quarter payments are due. 


How are estimates adjusted? 

A taxpayer who finds that his earlier esti- 
mate for 1948 was too low can file an 
amended tax declaration by January 15. 
He also must pay the remainder of what 
is due at that time. This will save him 
from having to pay a penalty for the 
underestimate. But, if a taxpayer’s esti- 
mate of tax was too low by more than 20 
ver cent, he will be subject to a penalty 
unless this is adjusted. 


Can a final return be filed in Jan- 
vary? 
Yes. Anyone can make his final return in 
January, instead of waiting until March. 
A taxpayer who has underestimated his 
1948 tax can avoid filing an amended 
declaration by making his final return by 
January 15. He also must pay.at that 
time whatever the return shows still due. 


When must farmers file? 

Famers are in a special position in regard 
to tax declarations and returns. They did 
not have to make estimates of tax last 
March. They can do one of two things. 
They can estimate their 1948 incomes 


| and file declarations by January 15, pay- 
5 ing the full estimated tax for 1948 at 
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that time. This would require final returns 
by March 15. Or they can make final 
returns and pay the entire tax by Janu- 
ary 15. The second course would elimi- 
nate the need for a declaration. 


What must be done on January 31? 
By the last day of January, employers 
are required to give to each employe 
from whom pay has been held back for 
taxes a full report on this withholding for 
1948. The report is made in duplicate on 
Form W-2. It shows the total amount of 
wages paid to the employe in 1948 and 
the amount withheld for taxes. 


What else must employers do then? 
An employer also must send to his col- 
lector of internal revenue copies of with- 
holding statements given to his employes. 
This must be done, in triplicate on Form 
W-2A, by January 31. In addition, em- 
ployers by that date must send to their 
collectors final reports on amounts with- 
held from employes’ wages during the 
fourth quarter of 1948. 


In February, what is there to do? 

February 15 is the date by which many 
employers, corporations and others must 
file information returns. These are made 
on Form 1099 to show salaries and wages 
and other compensations of $600 or more 
paid to employes not covered by with- 
holding. Thus, where an employer pays 
a cook or a maid or a handy man more 
than $11.53 a week for 52 weeks in a 
year, he is supposed to report this. 


Information returns also are required on 
a payment of $600 or more in rent to a 
landlord—but not to the agent of a 
corporation—and on like payments to per- 
sons in the form of interest, fees, premi- 
ums and royalties. Corporations must re- 
port dividends of $100 or more paid to 
stockholders. Information returns are sent 
to the Processing Division of the Bureau 
of Internal Revenue, Kansas City, Mo. 


What must be done by March 15? 
First of all, March 15 is the final day for 
all taxpayers to file final returns if they 
have not done so earlier. That means 
everyone who has income during 1948 of 
$600 or more, regardless of whether a tax 
is owed. Persons who paid too much tax, 
either through withholding or by quar- 
terly payments, must file returns to get 
refunds or tax credits. 


Also, by March 15, husbands and wives 
must decide if it will be to their advan- 
tage to make joint or separate returns. 
They must use joint returns to get the 
benefit of the new income-splitting prin- 


ciple for married persons, written into 
law this year. In most cases, married 
couples with incomes of more than $3,600 
will save taxes by joint returns, 


Who must make March 15 estimates 
of 1949 tax? 

Most lawyers, doctors and other pro- 
fessional people, who receive fees in- 
stead of salaries, must estimate their 
1949 income and file tax declarations by 
March 15. They also must pay their first 
quarterly installment of taxes at that 
time. In the same way, self-employed 
persons and others who do not have taxes 
withheld from wages must make esti- 
mates and pay installments by March 15. 
In addition, many who are subject to 
withholding must file declarations, if 
enough is not withheld from their pay to 
cover all of their taxes. Form 1040-ES is 
used for tax declarations. 


Taxpayers are supposed to file declara- 
tions of estimated tax if in 1949 they 
expect to receive wages of more than 
$4,500 plus $600 for each exemption. 
Thus, a married man with two dependent 
children usually would have to make a 
declaration if he expects to receive more 
than $6,900. Declarations also are re- 
quired from taxpayers who expect to 
receive more than $100 in income from 
sources not covered by withholding. 


How about overpayment on 1948 
taxes? 

With changes in tax laws to allow income 
splitting and cuts in tax rates, many per- 
sons will find that they paid more than 
they owed in 1948. They will be able to 
get a refund or they can allow the excess 
to be applied to their 1949 taxes. This 
choice is shown on their final returns. 


What of men in military service? 

Servicemen in the U.S. who owe taxes 
must meet the same filing and payment 
deadlines as civilians. Those stationed 
overseas usually can wait until June 15 
to make returns and payments. The spe- 
cial tax exclusion that all enlisted men 
and many officers have been allowed on 
the first $1,500 of their service pay ends 
December 31. Congress will be asked, 
however, to extend this benefit to 1949. 


When must corporations and part- 
nerships make returns? 

They usually must file by March 15, 
except when on a fiscal-year basis. Cor- 
porations also must make first payments 
on that date. Partnerships make only in- 
formation returns and pay no income 
taxes. The taxes are collected from indi- 
vidual members. 
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ARE JOBS BECOMING SCARCER? 


LAYOFFS IN MORE PLANTS 


Reported from NEW YORK, CHICAGO, SAN FRANCISCO and WASHINGTON 


Jobs are a bit less plentiful. 
layoffs are showing up in some 
industries. Employment has 
dropped below 60,000,000 jobs. 

There is less work for hatmak- 
ers, textile workers, leatherwork- 
ers, some others. But rumors are 
worse tian the facts. 

Seasonal slowdowns are caus- 
ing some unemployment. Ques- 
tion is whether employment will 
hold up to present level in 1949. 


Layoffs of workers are beginning to 
appear in scattered areas around the 
country. Usually the number of work- 
ers let out is small. In part, this cut in 
employment is normal for the season. 
Yet the trends revealed are causing 
the White House to be watchful and 
a bit apprehensive. 

Rumors of unemployment are be- 
coming more widespread than the 
facts of unemployment itself. Jobs 
definitely are less easy to find. The 
number of persons in jobs has slipped 
below 60,000,000 for the first time 
since June. Claims for unemploy- 
ment insurance are rising in a period 
when a decline has occurred in re- 
cent years. 

By any normal standard, however, 
employment remains high. What is 
coming into question is whether or 
not employment will continue to be 
as high as it now is. The answer to 
that question depends upon general 
trends in business activity. Official 
appraisers point out that in recent 
vears employment has become in- 
fated along with other things. The 
employer, confronted with a wage 
increase, simply raised his price to 
cover that increase and went on sell- 
ing all he could produce at the higher 
orice. 

Now there is beginning to be re- 
sistance to further price rises. Some 
kinds of goods are backing up, un- 
sold, at present prices. Here and there 


DECEMBER 24, 1948 


production is being reduced slightly. 
Some employers who have kept pay rolls 
high, in fear that workers would not be 
available if needed, are tending to reduce 
inventories of labor as well as of goods. 
The net of it is the wave of layoffs often 
is pictured as more widespread and as 
larger than it really is. 

What is happening is disclosed by 
spot checks in the East, the Midwest and 
on the West Coast. 

The textile industry appears to be in 
a moderate slump. The usual employ- 
ment trend in this industry is upward dur- 
ing the autumn months. But textile mills 
in New England and Southern States are 
laving off workers. Textile mills in these 
areas hired 33,000 workers after the 
seasonal layoff period in July, but, by 
October, 28,000 of these workers had 
been laid off again. 

Textile mills also have reduced the 
length of the work week. Worsted and 
cotton mills both have lopped two hours 
off their week. And, in the related gar- 
ment field, layoffs are increasing in the 





—Wide World 
UNEMPLOYMENT CHECKS 
“help wanted” signs are fewer 





fur industry and in men’s and women’s 
apparel. In some skteps, the normal sea- 
sonal shutdown of two weeks has been 
stretched to three and four weeks. 

In home appliances, layoffs are be- 
coming rather widespread. One washing- 
machine firm is cutting production by 33 
per cent; another by 20 per cent and a 
third is reducing the work week from 53 
to 45 hours. A number of radio factories 
are reducing their work forces and some 
are shutting down entirely for year-end 
inventory taking, a practice that has not 
been common since the war. These reduc- 
tions are reported from the Midwest, New 
England and upstate New York. 

Leather-goods producers are cutting 
working forces until inventories are re- 
duced. Shoe factories dropped 8,000 
workers from September to October and 
the work week was shortened by two to 
three hours. Last year, in the same period, 
employment in the shoe industry in- 
creased. 

Other industries also are reducing 
their working forces. A Massachusetts 
motorcycle company has eliminated 
one work shift and reduced the pay 
roll by 250. Watch and clock manu- 
facturers in Connecticut have laid off 
more than 1,000 workers, and furni- 
ture factories are slowing operations, 
too. A New York typewriter company 
has reduced the work week from 5 to 
4 days, and an Ohio steel company 
laid off 300 workers in its stainless- 
steel division. 

Reduced operations also are being 
reported in the men’s hat industry, in 
some whisky distilleries and by some 
manufacturers of food specialties. 

The over-all effect of these 
scattered layoffs is shown in the trend 
in unemployment-insurance claims, 
filed with State offices, presented in 
the chart on page 12. More work- 
ers are receiving unemployment 
benefit payments this winter than in 
either the winter of 1946 or 1947. 
The trend in payments, moreover, 
runs counter to what has been ac- 
cepted as a normal trend in this 
postwar period. 

In 1946, unemployment bene- 
fits began to decline after August, 
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when the summer dip in production was 
ended. In August, 1946, unemployment 
benefits were being paid to 1,160,000 
jobless workers. By the end of 1946, un- 
employment claims in effect had dropped 
to §36,000. 

In 1947, the same pattern was fol- 
lowed. Unemployment claims declined 
from 1,128,000 in the first week of August 
to 716,000 in the last week of December. 

This year, however, the pattern has 
changed. Claims for unemployment in- 
surance began their downward trend 
from 954,000 in the first August week and 
hit a low point of 762,000 in the third 
week of October. Since that time the 
trend has been upward, except for small 
dips in November. Unemployment claims 
reached 1,076,000 in the first week of 
December—a larger number for this week 
than in either 1946 or 1947. 

Part of the rise in unemployment bene- 
fits is attributed officially to seasonal fac- 
tors. Construction workers in Northern 
cities are being laid off because of the 
weather, and the construction industry 
this year is following the normal down- 
ward seasonal trend, in contrast to last 
year. More claims for benefits also may be 
filed by persons whose summer jobs ended 
with the vacation season. Strikes in the 
shipping industry on the East and West 
coasts may have added to the unem- 
ployed. Also, such industries as_ textile 
mills and garment factories seem to be 
returning to the prewar practice of shut- 
ting down or slowing down operations be- 
tween selling seasons. 

Yet the fact remains that the trend in 
unemployment-insurance payments is ris- 
ing during the year-end period for the 
first time since the war. That trend sug- 
gests to some officials that the soft spots 
developing in sales and production are 
spreading to the workirig force. 
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Unemployment, however, has yet to 
become a problem of any great impor- 
tance. Official reports for November show 
that there were more persons employed in 
nonfarm civilian jobs than in October. 
Unemployment increased from October 
to November, but that is reported to be 
due to an increase in the total number of 
persons looking for work, and to a rather 
sharp decrease in the number of people 
working on farms, which sent the total 
civilian employment figure down to 59,- 
893,000 for November. 

Job opportunities, nevertheless, are re- 
ported to be shrinking. A general slow- 
down in factory operations is noted 
throughout the Midwest, resulting in 
shorter work weeks and fewer job open- 
ings. The Pacific Coast lumber ‘industry is 
getting fewer workers. “Help wanted” 
signs have been removed from most fac- 
tories that make shoes, clothing and other 
soft goods, and in many durable lines 
where supply is catching up with demand, 
such as vacuum cleaners, washing ma- 
chines, radios and furniture. 

A number of railroads have announced 
plans to cut their working forces because 
of the drop in carloadings and passenger 
traffic. And the soft-coal industry is re- 
ported to be nearing a point where pro- 
duction may be curtailed. (See page 52.) 

These trends are having their effect on 
workers and managements. Workers are 
showing less eagerness to quit one job 
in the hope of finding another—the quit- 
rate is down. Employers also are tending 
to become more selective in hiring new 
workers, now that the pressure for ex- 
panding production seems to be easing. 
Seasonal workers are finding that tem- 
porary jobs are harder to get than in the 
last two years. 

Wage trends also may be affected by 
signs of easiness in the labor market. 


© 19148, By U.S. News Pub. Cor 
Employers are likely to be less willing to 
pay higher wages with orders falling of 
and a less certain outlook for the future 
One Connecticut watch company, whieh 
granted a wage increase last summer, 
plans to lay off 1,000 workers on Janu. 
ary 1. One reason given for the pay-toll 
reduction is that higher wage costs 
forced higher prices, and higher prices 
resulted in fewer sales. This attitude 
can be expected to spread among em- 
ployers when additional wage demands 
are submitted. 

Coal miners also may insist on a short: 
er work week when their wage contract 
comes up for renewal. John L. Lewis, 
head of the United Mine Workers, told 
his union’s convention last summer that 
a shorter work week would be demanded 
if that is necessary to keep more miners 
employed. 

Work spreading among a larger 
number of workers may get official Gov- 
ernment endorsement if unemployment 
continues to grow. The idea that perhaps 
U.S. industry may be producing more 
than the consuming public wants with a 
40-hour week and a 50-week year is get- 
ting official attention again. Out of this 
idea can come pressure to spread the work 
by employing more workers for fewer 
hours each week. 

These problems, however, are still be 
lieved to be some months away. Recent 
increases in unemployment and scattered 
layoffs in a number of industries are not 
yet regarded as a general trend. No prob- 
lem of mass unemployment is expected 
to develop within the next year, either by 
Government officials or by most business 
managements. What is going on now, it 
the opinion of most appraisers, is a grad- 
ual adjustment in industrial production 
schedules to meet more normal conditions 
of consumer demand. 
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High cost of living for business 
; bringing new problems. Plans 
io branch out, place big orders 
are slowed by rising costs. 

Householder, with a dollar, 
has 57 cents worth of 1939 buy- 
ing power. His living expenses 
are tending to drop a little. 

But businessman’s dollar buys 
46 cents worth of labor, is worth 
40 cents in raw materials. And 


costs may go higher. 


Cost of living for business in U. S. 
has risen more, over all, than the cost 
of living for the average consumer. 
Living costs for business may soon be 
pushed still higher by a rise in the 
price of labor, at a time when con- 
sumer living costs are tending to de- 
cline a little. 

The consumer’s dollar today is a 57- 
cent dollar in terms of its buying power 
for goods. This is how the consumer dol- 
lar stands in relation to prewar 1939. 
The businessman’s dollar, on the same 
basis, is worth considerably less than 57 
cents in terms of the things business 
buys. 

Business, as well as individuals, is 
showing signs of a tendency to resist 
further cheapening of its dollar. Many 
businessmen are finding it hard to make 
ends meet with present dollars. Others 
have a lot of dollars, but find that those 
dollars will buy so little in the way of 
labor or raw materials or machinery or 
other things that they are getting worried, 
we beginning to wonder how well off 
they really are. 

So many more dollars are needed to 
carry on business these days that some 
businessmen are finding it necessary to 
save dollars by laying off workers, thus 
reducing pay-roll costs. Others are hold- 
ing back on new orders for goods to 
eplenish supplies of cheap dollars. Still 
others are delaying or modifying plans 
to expand or improve their plants, wait- 
ing for the day when such projects will 
cost fewer dollars. 

The Pictogram on pages 14 and 15 
shows graphically how the businessman’s 
dollar has shrunk as the cost of business 
living has risen, 
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LOW VALUE OF HIGH PROFITS 


Costs Cutting Into the Billions Business Earns 


Labor costs in dollars for the same 
amount of work are up sharply. The 
businessman’s dollar today will buy only 
46 cents’ worth of labor compared with 
prewar 1939. The average factory worker 
nine years ago was earning a little over 
63 cents an hour. Today, according to 
latest official figures, he is getting more 
than $1.36 an hour. Little of that differ- 
ence has been offset by any rise in the 
average worker’s productivity. 

As a result, businessmen have needed 
more and more dollars to meet pay-roll 
costs. To get those dollars, they have 
raised the prices that the public must pay 
for the products of industry. This is the 
wage-price spiral and inflation. The net 
effect has been a cheapening of the dol- 
lar, the business dollar as well as the 
consumer ddllar. 

Raw-material costs have advanced 
even more than labor costs. In buying 
power for such materials, on the average, 
the dollar today is worth only 40 cents 
compared to prewar 1939. In other 
words, an average raw-material item that 
cost $1 in 1939 would cost $2.50 today. 

Actually, some materials have risen less 
than that. Some have risen more. High 
cost of business living, therefore, has hit 
harder in some lines than in others. 

Copper wire that cost 15 cents a 
pound in 1939 costs 29.3 cents in 1948. 
Lead cost 5.1 cents a pound nine years 
ago, 19.5 cents now. Steel sheet that cost 
$2.20 per hundred pounds in 1939 costs 





MEN AND MATERIALS 
> oe both cost the businessman more 


$3.50 today. A load of lumber that cost 
$24 in 1939 costs $81 now. Paint that 
could be bought at $2.23 a gallon in 
1939 costs $4.06 in 1948. Aluminum, on 
the other hand, has dropped in price 
from 20.5 cents a pound in 1939 to 16.8 
now, 

These typical prices, all quoted at 
wholesale, help to show what business is 
up against in meeting today’s high cost 
of living. Industry, like consumers, is 
having to get accustomed to a whole new 
pattern of costs. 

Construction costs have risen so 
sharply that many a businessman is hav- 
ing to back up and take another look at 
plans for new factories, stores and ware- 
houses. The construction dollar today, 
in terms of what it takes to put up new 
commercial and factory buildings, is a 
5l-cent dollar. 

To put it another way, a factory that 
could be built for $100,000 in 1939 costs 
$196,000 today. That is for the building 
alone. In equipping a new factory with 
machinery and other facilities, a com- 
pany is likely to find that costs are at 
least 70 per cent higher than in 1939. 

Rising costs in this field cut directly 
into the cash dollars that corporations 
have left out of profits for distribution 
to stockholders. For tax purposes, busi- 
ness must depreciate its property on the 
basis of original cost. Yet replacements 
must be made at prices that may be twice 
the original cost. To make up the differ- 
ence, business must set aside additional 
reserves out of profits. These extra re- 
serves are taxed as profits, but they are 
earmarked funds and must be plowed 
back into the business. Stockholders, 
thus, often find themselves bearing the 
burden of higher building costs for busi- 
ness. 

Fuel and lighting costs are up nearly 
as much. Here, the business dollar, com- 
pared with 1939, is a 53-cent dollar. 

Price distortions show up again in 
this category of business living costs. 
How much a given company’s fuel dol- 
lar is worth depends upon what it uses 
for power and lighting. Electricity rates, 
on the average, are about 15 per cent 
lower than in 1939. Gas is only a little 
more expensive than in 1939. But bitu- 
minous coal and coke have about doubled 
in price. Anthracite coal is up about 45 
per cent. Petroleum products are up 146 
per cent. 

Over ail, business’s unit costs for fuel 
and lighting have risen 87 per cent since 
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1939. Total dollar outlays have risen 
much more than that, because industry 
consumes far more fuel and power now 
than in prewar years. 

Freight cost is the only major cate- 
gory of business living expense in which 
the rise has been smaller than the rise 
in the consumer’s cost of living. The 
freight dollar today, as compared with 
1939, is a 69-cent dollar. What this 
means is that freight rates paid by busi- 
ness are 44 per cent higher than in 1939. 

Railroads now are asking for another 
increase in freight rates. Business, there- 
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fore, may soon find its freight dollar 
taking another dip in value. 

Thus, the businessman still finds his 
dollar shrinking in value, with a possi- 
bility of further shrinkage in the months 
immediately ahead. 

The consumer dollar, on the other 
hand, is beginning to gain a little in 
value. This is accounted for by a drop 
in prices of foods, especially in prices of 
meats and fresh fruits. The food dollar 
gained about 1% cents in value during the 
month ended October 15. The fruit dol- 
lar picked up about 5 cents in value. 


Other principal items involved in the 


consumer's cost of living—such things as 


clothing, fuel, ice, rent and _ house 
furnishings—continued to advance slight 
ly in price during the same month. The 
rise in these items was not quite enough, 
however, to offset the decline in food 
prices. 

The profit margin of U.S. corpor- 
tions over the years reflects the sharp 
rise in business living costs. 

Sales of corporations are at an all-time 
high, an estimated $353,000,000,000 tor 
1948. This compares with $121,000,000; 
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000 in prewar 1939, and $138,000,000,- 
000 in prosperous 1929. 

Aggregate profits also are at record 
levels—an estimated $20,300,000,000 in 
1948, compared with $4,800,000,000 in 
1939 and $8,400,000,000 in 1929. These 
are dollar profits after taxes. 

The profit margin—that is, the percent- 
age of profit per dollar of sales—has kept 
down about in line with previous booms. 
For 1948, the profit margin is running 
about 5.4 cents out of each dollar of sales. 
That is exactly the same as the profit 
margin in the boom year 1929, although 
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aggregate profits in 1948 are nearly two 
and one-half times as large as in 1929. 
The margin was 4.8 cents per dollar of 
sales in 1939 and 5.3 cents in 1947. 

It has been high volume of sales, not 
any unusual mark-up, that has produced 
the record aggregate profits now shaping 
up for 1948. Many businesses, in lines 
where competition is returning, are find- 
ing that they cannot afford to raise sell- 
ing prices much higher. The profit peak 
appears to have been reached. The profit 
margin, in many cases, is getting shaky. 

With high sales, business has been able 


© 1948, By U.S. News Pub. Corp. 
to spread its rising overhead costs over the 
whole big volume of production, keeping 
unit overhead charges fairly low. But, if 
volume slips, unit overhead costs may rise 
substantially, Then there may be a drop 
in the profit margin, Many firms already 
find profit margins slim. 

High cost of living, thus, is a de- 
veloping problem for U.S. business. For 
many companies, expenses are rising 
faster than income. This explains why 
business, more and more, is resisting 
further increases in expenses, further 
cheapening of the business dollar. 
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AUTOS EASIER TO GET 


Long wait for new cars is 
about over. Sales are lagging. 
Some buyers can pick and choose 
now, get prompt delivery. 

Price rise is slowing on some 
cars. New ‘‘used”’ cars bring a 
smaller premium. Fancy models 


_ are lagging. 


Auto shows, bigger trade-ins, 
fewer extras are coming back. 
Automobile market is beginning 
to look like the old days. 


A buyers’ market even in automo- 
biles now appears very. close. Signs 
are multiplying of a lag in sales of new 
cars. Motorists in many areas find that 


they can buy any of half a dozen 
makes, in the medium and _ highest 


price ranges, without a wait. Result is 
that they are growing choosy about 
models, more critical of price. 

Shift to a buyers’ market, now begin- 
ning, promises to be speeded by stepped- 
up car production next year. That pro- 
duction is to break all previous records, 
if manufacturers’ hopes of increased steel 
supplies are realized, as they are likely 
to be. 

Price rise on new cars, as a result, is 
being slowed. Some drop in the price of 
cars in less popular makes is in sight. 
High prices charged for unwanted acces- 
sories are on the way out. More liberal 
trade-in allowances show signs of re- 
turning. All of these changes will tend 
to reduce the net price of a new car to 
the buyer in the year ahead. 

What’s happening to the new-car 


market, as shown by an on-the-ground 
survey of the automobile industry in 
Detroit, is this: 


Premium prices on the resale of new 
cars are becoming so few and so small 
that the gray market may disappear be- 
fore long. Car makers, sensing this 
change, are getting set to sell automo- 
biles in 1949 instead of having people 
beg for them. They are rolling out new 
models, most of them fully restyled and 
embodying major mechanical improve- 
ments, They are resuming new-car shows 
to present these models to the public. 
They are spending more on sales promo- 
tion. 
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Reported from DETROIT 


Direct price reductions, -at the fac- 
tory, still appear distant, though a few 
automobile executives, speaking private- 
ly, do not rule out such cuts as a possi- 
bility for the year ahead. Most manu- 
facturers say that high costs of labor, 
materials and retooling preclude direct 
price cuts. They add that a fourth round 
of wage increases, if granted, might com- 
pel further increases on some models. 

Backlogs of orders for these new 
models, the biggest indication of a sellers’ 
market thus far, tend to be discounted 


$350, in a few instances where such 
features as automatic transmission, whic 
were formerly charged for as extras, a 
added as standard equipment. 
That is the pricing situation on Gene] 
Motors cars, in Cadillac, Buick and O)j 
mobile lines. Pontiac is to follow aboy 
the same pattern. Chevrolet is unlikely 
depart from it sharply. Kaiser- Fula 
little earlier, refrained from increasing 
prices at all on new models, 
Chrysler reveals no clue to the extey 
of price increases for new Chrys, 


/K 














—Black Star 


ORDERS: NOT SO LARGE A BACKLOG 
Will new models stimulate sales? 


now in industry thinking. Though these 
accumulated orders still run far into the 
millions, they seem to be eclipsed by 
present lagging sales, price resistance, 
shrinkage of premiums people are will- 
ing to pay. 

Upshot is that, where six months ago 
car makers talked of comfortable back- 
logs, now the prevailing attitude is sum- 
marized in the remark of a top executive: 
“T believe there’s a lot of water in every- 
body’s backlog now.” 

Smaller price increases on new 
models are concrete evidence of the 
shift. Where some new models _intro- 
duced earlier carried price rises of as 
much as 20 per cent, those being brought 
out now are stepped up in price only 2 

4 per cent. For that difference, the 
motorist gets complete restyling in most 
makes, completely new power plants in 
some. Increases are larger, ranging up to 


Dodge, De Soto and Plymouth model. 
Neither do Packard and Studebaker. The 
auto industry, however, would be sur 
prised to see any thumping big increases, 

Current price increases, in themselves, 
have no perceptible effect on sales of cars 
But the cumulative effect of price it 
creases is a different story: 

Price resistance appears to be on the 
increase just about everywhere, Dealer 
report that the frantic pressure on them 
to deliver cars has eased decidedly, Buy 
ers who formerly would take any c# 
they could get now shop around amos 
different makes, comparing prices. Mati 
tell the dealers that they no longer cat 
afford new cars. Dealers often have to # 
far down on their waiting lists to find 
people who will take the cars. 

Where the shift hits hardest m 
be seen in the demand and resale value 
of different makes of new cars: 
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De luxe models, such as_ station 
wagons and convertibles, which carry 
atra-high price tags, are backing up on 
the manufacturers. “The boom is off 
these,” as one maker put it. 

Even on standard models of higher- 
priced cars, there are growing instances 
of price cutting by dealers. To tempt 
buyers, one new-car dealer in Detroit 
is giving discounts to veterans, with im- 
mediate delivery and no trade-in re- 
quired. ; 

New 1948 models are being turned 
down more and more in Chicago, De- 
yoit, and a number of other cities, by 
customers who elect to wait for a 1949 
model that is getting into production. 

New “used” cars are showing an 
even more conspicuous shift toward a 
buvers’ market. Along Detroit’s automo- 
bile row, only 1949 Cadillacs still com- 
mand a sizable premium—$500—and that 
is only a third as big as a year ago. Part 
of that premium, moreover, is due to a 
step-up in factory price. 

Even the popular lowest-priced cars 
sll at only $100 to $300 more than a 
buyer would pay a new-car dealer for 
them if he were willing to wait some 
months for his turn, At least six makes 
of new “used” cars are selling decidedly 
below their regular market price, some as 
much as $550 below. Dealers are not 
much interested in these. The reason why 


‘they show up is that recent purchasers, 


uable to keep up payments, find it nec- 
essary to sell at a sacrifice. 

These open-market prices have dropped 
considerably within the last month, Some 
dealers say the drop is exaggerated by a 
seasonal slump in demand, that prices 
will rebound 10 or 15 per cent in March 
or April. But that still would leave a 
number of makes selling below the reg- 
ular price, or very little above. 

Auto-industry plans to meet this 
situation include the following: 

General Motors, with several new 
models now out or coming out, is plan- 
ning to spend hundreds of thousands of 
dollars on a New York automobile show 
for all its lines, starting January 19, This 
is designed to draw attention to new 
streamlined styling, mechanical changes, 
new high-compression engines, small and 
light, that represent a first step toward 
big savings in fuel, 

Chrysler is to follow with a nation- 
wide showing of new models, starting 
with De Soto in February. These lines 
are to tempt customers with smarter 
styling, a lot of headroom, legroom and 
luggage space, other new features. 

Ford, having brought out new Lin- 
coln, Mercury and Ford models, will rely 
on running changes to keep up customer 
interest until late in 1949. A larger 
promotion budget is counted on to keep 
Ford in a good competitive position as 
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PRODUCTION: NOT SO FAR SHORT OF DEMAND 
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—Studebager 


Will next year be a record breaker? 


selling gets harder in the period ahead. 

Kaiser-Frazer, which has become the 
largest of the independent car makers, 
plans to bring out a new model in the 
lowest price range, competing with 
Chevrolet, Ford and Plymouth. That 
development may come in the next year 
or in 1950, the time depending on steel 
supplies and a favorable condition of 
the car market. 

Most car makers, meanwhile, are try- 
ing to get credit restrictions eased, time 
payments made more liberal. Lowering 
of monthly payments on cars bought on 
credit would stimulate sales in much the 
same manner as lowering of car prices. 
Monthly payments on cars selling above 
$2,500, now limited to 18 months, total 





more than $100 a month. Dealers are 
finding that most family budgets will 
not stand such a strain. Stretching pay- 
ments over 24 months for new cars in 
this higher price range—the change most 
advocated at the moment—would cut 
payments to about $80 a month, bring 
cars down within reach of more buyers. 

In summary, what appears to be 
happening is this: A buyers’ market al- 
ready is here for some makes of cars, 
particularly those of highest price, with 
the exception of Cadillac. Medium-priced 
cars are shifting toward that position. 
The only acute shortage remaining is in 
cars of the lowest price range. Outlook 
is for a rapid return to competitive sell- 
ing for all but these lowest-priced makes, 


—Pontiac 


Will the gray market disappear? 
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Hunt for War and Postwar Spies 


Inquiries Move on From Hiss-Chambers Er 


New turn is taking place in 
spy hunts. Idea is to bring inves- 
tigations up to date, find out 
what is going on now. 

Justice Department, grand 
jury are to dig into wartime es- 
pionage. Congress is tracking 
down leads on postwar spies. 

Antispying laws cannot reach 
back to Hiss-Chambers era. But 
treason law applies for revealing 
wartime secrets. 


The spy hunt is in full cry. It will 
go on into next year. New phases of 
the inquiry are being opened in both 
Washington and New York. 

To help you understand what has hap- 
pened and what may happen in the in- 
quiries into spy activities in the United 
States before, during and after the war, 
here are a few things to keep in mind: 

Revelations now being made deal with 
the period before 1939. They relate to a 
period when most of the world was try- 
ing to buy off Adolf Hitler with conces- 
sions. They do not touch the war in 
Europe or the period after the United 
States entered the war. 

Whittaker Chambers, a former senior 
editor of Time magazine, has admitted 
that in the prewar period he acted as a 
courier carrying secret U.S. documents 
to agents of Russia. He said he got some 
of these documents from Alger Hiss, 
who then held an important post in the 
State Department, and now is on leave 
as president of the Carnegie Endowment 
for International Peace. Mr. Hiss denied 
this and sued Mr. Chambers for slander. 

Mr. Hiss now is under indictment for 
perjury by a federal grand jury in New 
York as a result of these denials, which 
were reiterated in testimony before the 
grand jury. 

The Hiss indictment grows out of his 
replies to two series of questions asked 
by jurors. 

First, Mr. Hiss was asked if he or Mrs. 
Hiss, in his presence, ever turned over 
Government documents to Mr. Chambers 
or to any other unauthorized person. Mr. 
Hiss said: “Never.” 

Next, Mr. Hiss was asked if he had 
seen Mr. Chambers at any time after 


Jan. 1, 1937. He said he had not. 
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The grand jury returned two indict- 
ments against him, charging that he “then 
and there well knew and believed” that 
the two statements were “untrue.” 

There was no basis for an indictment 
on a charge of espionage because more 
than three years had passed since the 
time when the documents were supposed 
to have been taken out of Government 
files and given to Mr. Chambers. 

The indictment of Mr. Hiss, however, 
does not mean that he has been convicted. 
It is simply a formal charge by a grand 
jury. He still has to stand trial in a fed- 
eral court. If a trial jury finds him guilty, 
he will be subject to penalties ranging up 
to a $2,000 fine and five years in prison 
on each of the two charges. 


Two lines of inquiry are to go for-. 


ward under the drive of the House Un- 
American Activities Committee, the 
Justice Department and a new federal 
grand jury in New York. The indictment 
of Mr. Hiss ended the work of the old 
grand jury. It had come to the end of its 
18 months of legal life, during which it 
had indicted 12 American Communist 
leaders on charges of conspiracy to 
“teach and advocate” the overthrow of 
the United States Government. But a 
new grand jury is taking up where the 
old one left off. 








War espionage is the topic the gray 
jury apparently is about to take up noy 
Miss Elizabeth Bentley is being called x 
an early witness. She is the Vassar grad. 
uate who told congressional committee 
she turned Soviet spy because of Joy: 
and worked as a go-between during th: 
war years, getting secrets from Washing. 
ton officials and turning them over ¢ 
higher-ups in a Russian spy ring. At the 
time Russia was a fighting ally of the 
United States. 

Postwar spying is an angle the Hous 
Committee is pursuing now. Representy. 
tive Karl Mundt (Rep.), of South D,. 
kota, acting chairman of the Committe. 
says it will report on current espionage 
in the United States. He says a tech. 
nician at the Army’s experimental bag 
at Aberdeen, Md., gave details about the 
Norden bombsight to a Communist 
agent. He believes this man may still be 
in Government service. This and other 
angles will be searched for clues to cu 
rent spying activities. And legislation to 
put new safeguards around the nation 
secrets is being considered. 

The Hiss-Chambers case is being 
called a victory for the House Un-Amer- 
ican Activities Committee by members of 
that Committee. The group has been ctit- 
icized by President Truman and various 
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REPRESENTATIVE MUNDT WITH EVIDENCE 
Postwar spying is next on the agenda 
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ather Government officials and private 
citizens. 

One high official of the Justice De- 
partment says the bungling of “amateur 
investigators” for the Committee des- 
oyed almost all of the usefulness of a 
roll of film that might have disclosed some 
important evidence. He says the film was 
exposed to a flashlight and the Federal 
Bureau of Investigation has been unable 
to reproduce what was on it, The Com- 
mittee says the roll of film was damaged 
before it came into the hands of the Com- 
mittee investigators. 

Both the House Committee and the 
Justice Department have been criticized 
for their handling of the case. There has 
been a continuing argument between the 
two agencies. Both failed to pry the se- 
cret documents out of Mr. Chambers’s 
possession. A lawyer for Mr. Hiss in the 
dander suit, asking Mr. Chambers if he 
had anything to prove that he had been 
aspy, got one batch, Mr. Chambers pro- 
duced the others for the Committee later 
from a pumpkin on his Maryland farm. 

The damaged roll of film, one of five 
taken from the pumpkin, was spoiled by 
premature exposure. On the other four 
were pictured some 69 secret documents 
Mr, Chambers already had produced, in 
the slander case, paraphrased versions 
and copies of another 65 documents. The 
Chambers story was that Mr. Hiss took 
secret State Department documents home 
in 1937 and 1938, and that, in some cases, 
Mrs, Hiss copied or briefed these. In 
other cases, Mr. Chambers said, the docu- 
ments were photostated by a Communist 
technician. In three instances, the Com- 
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mittee says, Mr. Hiss briefed documents 
in his own handwriting and gave these 
handwritten notes to Mr. Chambers. 

The secret documents now have 
been made public. Only five have been 
withheld at the request of the State De- 
partment. These were held back because 
the Department insisted, and the Com- 
mittee agreed, that security still would 
be endangered through disclosure, But 
the most that is shown by the papers dis- 
closed is that the spies in Mr. Cham- 
bers’s group were dealing with subjects 
neither very exciting nor very glamorous. 

The documents contained military and 
economic information about the United 
States, Germany, Japan, Great Britain, 
France, Austria, Spain and Czechoslova- 
kia. The information came mostly from 
the State Department and included secret 
memoranda for use in the Department 
and messages to and from embassy and 
consular officials. A few of the missives 
contained Army and Navy information. 

The period. To appraise the docu- 
ments, they must be laid against the 
world happenings of the period. The 
Spanish Civil War was on. Hitler had 
repudiated the Versailles Treaty and was 
ready to gobble up Austria. The Japanese 
were moving steadily across China. 

But these things were not too exciting 
to Americans. Six months passed, after 
the seizure of Austria, before Hitler 
signed the “peace in our time” agree- 
ment at Munich and grabbed off Czech- 
slovakia. 

German trade was an item. America’s 
trade with Germany had been cut in half 
after Hitler came into power. One of the 
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Prewar spy stories led to an indictment 
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secret documents contained a plan for 
restoring trade with Germany. It was 
drawn up in the trade-agreements section 
of the State Department. 

This was at the end of 1937. A Ger- 
man trade negotiator was already in this 
country. But one line in the trade-plan 
document that especially caught the eyes 
of House Committee members said the 
details should be worked out “with the 
thought in mind of making public an- 
nouncement of our intention to negotiate 
after next autumn’s elections.” That would 
have been the 1938 congressional elec- 
tions. 

One paragraph said an agreement 
might be regarded as bad domestic pol- 
itics, but that the best politics was the 
politics of prosperity. “If an agreement 
were concluded following next autumn’s 
elections, a year and a half would still re- 
main before the expiration of the Trade 
Agreements Act, and two years before the 
presidential elections, in which its bene- 
ficial effects could be influencing and sof- 
tening public opinion.” 

Republican members said this indi- 
cated that domestic politics was helping 
to shape foreign policy. 

A hodgepodge of miscellaneous in- 
formation filled the other documents, One 
batch gave diagrams of Navy airplane 
devices—radio, fuel systems, weights and 
engines. But most of the material was 
made up of fairly routine reports of in- 
formation gleaned by American Embassy 
and consular officials around the world. 

From Paris came word in January, 
1938, almost four years before the event, 
that French officials were worried for 
fear the U.S. would get involved with 
Japan. Buenos Aires said Germany was 
buying cereals secretly in Argentina. 

There were numerous reports of Hit- 
ler’s plans in Europe: his demands upon 
Austria; that Germany and Italy were 
sending experts to Japan; that party lead- 
ers were urging Hitler to move quickly 
against Czechoslovakia; that Hitler was 
aiming at the complete domination of 
central Europe. 

Japan’s moves in China were d« scribec 
in detail. Her efforts to get manganese in 
Latin America were reported, Ar’? ‘he 
late General Joseph Stilwell—then a colo- 
nel serving in China as military attache 
—reported in a confidential message that 
the Chinese Communists had the only 
definite plan for fighting the Japanese. 
But, he said, Generalissimo Chiang Kai- 
shek was not using the plan because its 
success would mean the passing of power 
to the Communists, 

Perhaps more important than the in- 
formation itself was the fact that some 
of it was sent in the Government’s most 
secret code, This raised the possibility 
that the code had been broken—an angle 
yet to be fully explored. 
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Federal Raises on Way: 


Short of Industry’s Scale 


Pay raises for top Government 
executives, now in prospect, 
would leave them working for 
bargain rates by most standards. 

Presidential salary, if doubled 
to $150,000 a year, falls short of 
executive salaries in some big 
businesses. 

Raise for Cabinet, atom boss, 
other key men is not to offset 
their increased living costs, once 
taxes come ouf. 

The men who run this country are 
up for their first pay raise since before 
the war. Even with pay raises now 
proposed, however, top U. S. officials 
are to find their jobs less well paid 
than the top jobs in industry, their 
increased living costs still not covered. 

Boosts in pay already have increased 
the income of lower federal em- 


really nets only $46,000 in 1939 buying 
power, or a quarter less than Mr. Roose- 
velt’s Government income. 

James Forrestal, serving as Secretary 
of Defense, and dealing with world- 
shaking problems, is getting $15,000 a 
year, along with other Cabinet members. 
Under the proposed pay increase, Cabi- 
net officers are to draw $25,000. This 
means a jump in pay, after taxes, from 
$12,600 to $20,000. But, in terms of 
1939 spending power, it means that the 
heads of the big Government depart- 
ments still would get only $11,400 in 
real income, or about the pay of Under 
Secretaries in prewar years. Cabinet 
members still would be less well off, 
from their Government salary, than Cabi- 
net members were before the war. 


Fred M. Vinson, handling the nation’s 


top legal decision as Chief Justice of the 
U.S., now gets $22,000. This may be 
raised to $35,000. Yet hundreds of law- 
yers in private practice get more. No 
raise for the other Supreme Court justi- 
ces above present $20,000 is proposed. 


ee 


David E. Lilienthal, who as chairmy, 
of the Atomic Energy Commission . 
pervises the spending of some $6, 
000,000 yearly, stands to get a mix 
from $17,500 to $22,500. His pay aft, 
taxes is raised from $14,500 to $18 9) 
His real income would equal $10,400 ; 
prewar dollars, or about the same as \j, 
Lilienthal’s salary when he headed th, 
TVA. It is far under that of the preside, 
of nearly any private corporation doin 
a quarter the yearly business of th, 
Atomic Energy Commission. 

Paul G. Hoffman, running the mult. 
billion-dollar Marshall Plan as head 
the Economic Co-operation Administy;. 
tion, stands to get the same increase t 
$22,500 in Government pay. To tak 
this job, Mr. Hoffman left a position wit 
a U.S. automobile firm doing a fy 
smaller volume of business, where }j 
salary amounted to $96,000 a year, 

James E. Webb, as head of one ¢ 
the 53 independent U. S. agencies, map. 
ages a $42,303,000,000 federal budge 
at a salary of $10,000 a year. The Dj. 
rector of the Budget and 50 of the othe, 
agency heads are down for raises t 
$17,000. That means a raise in take. 
home pay to $14,100. 

William H. Draper, Jr., in charge of 
the $2,000,000,000 U.S. occupation job 
in Germany and Japan as Under Sect. 
tary of the Army, now gets $10,000 
year. Along with other Under Secre. 





ployes by 42 per cent since early 
wartime. Congress has increased 
pay of its members by 50 per cent. 
Pay of wage earners in industry 
has about doubled. Businessmen 
often have had big postwar pay 
boosts. Now high officials in Gov- 
ernment find pay raises in sight. 
But the size of these raises is not 
all that it appears to be. 

What it amounts to, if Con- 
gress goes along with the proposed 


If Top Officials Get a Raise— 


How Take-Home Pay Would Increase 
Now, After Next Year, 
Last Year Tax Change If Raised 


The President $37,600 $48,300 $80,200 
Vice President 17,300 20,000 35,400 
Cabinet officers 11,600 12,600 20,000 
Heads of top agencies 13,100 14,500 18,200 
Heads of other agencies 9,900 10,600 14,100 


(Figures are approximate, assuming married man 
with no dependents and 10 per cent deductions. ) 


taries, he stands to get a raise t 
$20,000. Mr. Draper, before the 
war, ran a much smaller operation 
with a Wall Street firm at what is 
understood to have been several 
times that higher salary. 
Outlook for higher officials in 
Government, as a result, is a re 
vised salary scale that still is lov 
by business standards. This is in 
contrast to Government pay scale 








salary boosts for the big jobs in 
Government, is this: 

Mr. Truman now makes 
375,000. This is the same salary 
Presidents have drawn since 1909, 
when living costs were much lower. 
Mr. Truman may now get a raise to 
$150,000. If so, he would have $80,- 
200 left after taxes, compared with 
$48,300 now, as the table shows. 

But many business executives, 
dealing with lesser problems, get 
far more than $150,000 now. In 
one movie firm, 23 officials draw 
more than that yearly pay. At 
$150,000, moreover, Mr. Truman 
stands to get less real income than 
President Roosevelt received at 
$75,000 in 1939. At that time, the 
presidential salary after taxes 
amounted to $59,626 a year. An in- 
crease in take-home pay to $80,200 
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BUDGET DIRECTOR WEBB 


For managing $42,000,000,000 . .. $10,000 a year 





—Harris & Ewing 





private industry is usually less. 

A clerk in Government, for ex 
ample, may earn $2,350 a yeal, 
where he would be likely to draw 
less than $2,000 in private industry 

A stenographer working for 
the U.S. gets about $3,200 on the 
average, or considerably more than 
in business. 

A scientist may expect to gel 
about $4,900 with the Government, 
and might have to take as mucha 
$1,000 less with a private firm. 

Effect of the new pay boosts fo 
top officials, if Congress acts, wil 
be to get their pay more in line 
with the scale for other Gover 
ment employes, to offset cost-t 
living increases since prewar yeals. 
But, job for job, these officials stil 
will find pay in industry better. 






for jobs of under $5,000 a year, , 
where pay for comparable jobs in | 
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Streamlined model of Federal 
Government is being shaped. It 
isa gigantic overhaul job on an 
awkward, creaky machine. 

Pattern is appearing in Hoover 
Commission reports. Whole Gov- 
ernment system is to be retooled, 
‘if Congress approves. 

Idea is to tuck in loose ends, 
wipe out useless agencies, get 
Government operating on a busi- 
ness basis. 


A blueprint is taking shape for re- 
organization of the world’s biggest 
business, one with 2,000,000 employes, 
a $40,000,000,000 annual budget and 
a $250,000,000,000 debt. 

As the U. S. Government now is set up, 
it is a sprawling, haphazard mass, with 
overlapping activities and conflicting pro- 
grams and administrations. Herbert Hoo- 
ver, former President, heads the Com- 
mission to draft a reorganization plan to 
change all of that. It is the biggest effi- 
ciency-expert job ever undertaken. 

Experts in squads already have scru- 
tinized every segment of Government. 
They now are explaining the changes 
they have in mind. Mr. Hoover's top 
Commission has yet to approve and fit 
these ideas into a master plan. It is pos- 
sible, however, to give in what follows 
abroad outline of the new U.S. Govern- 
ment that will be formed if these plans 
are adopted by Congress. 

The White House, supposedly, is the 
head and heart of the vast organization 
that is the Federal Government, Mr. Tru- 
man heads an enterprise that takes in and 
pays out 20 cents for every $1 made by 
U.S. citizens. It hires, within many States, 
more workers than the State and local 
governments combined. Its huge construc- 
tion projects and its business enterprises 
directly affect the lives of millions, Its 
hand is in banking, building, farming, 
manufacturing. mining, transportation, 
selling, in every kind of economic activity. 
Nothing else of the same size and range 
of activity exists anywhere. 

Yet that enterprise now is found to be 
lacking in direction because it is not or- 
ganized to be manageable. It has in- 
creased in size by picking up pieces. 
) Result is a total of 76 different agencies 
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NEW BLUEPRINT FOR GOVERNMENT 


How Hoover Plan Would Streamline Work 





PRESIDENT TRUMAN WITH REORGANIZER HOOVER 


|e 
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. . . for the head and heart of Government—efficiency 


reporting directly to the President, com- 
peting for his attention. The President, 
trying to oversee those agencies, must 
shape domestic and foreign policy, be 
Commander in Chief of the armed forces, 
rule on budgets, and still take time out to 
run ceremonies and fill his social duties. 

For the first time, an attempt is to be 
made to reform the executive branch into 
a manageable system. 

The President is to get a radically 
altered staff arrangement, if plans are 
adopted. As matters stand, even the lines 
of control from the President to the nine 
departments are scrambled. Cabinet 
meetings are casual, not thoroughly 
planned. Between meetings, the lines 
function even more loosely. 

A new staff, highly organized under 
the President, is being planned to correct 
that. This secretariat is to examine for- 
eign and domestic programs together and 
help to co-ordinate them. Right now, 
there is little dovetailing, A dozen agen- 
cies, operating pretty much on their own, 
make and execute foreign policy, and 
scores of agencies help to make and carry 
out policy at home 

At the same time, the new secretariat 
is counted upon to keep open the lines 
between President and agencies, Cabinet 
meetings will be planned to solve specific 


problems, Information from agencies will 
be digested in the secretariat, Directions 
from the White House will be co-ordi- 
nated there. Interdepartmental commit- 
tees now operating will work with that 
office, too, And new committees will be 
formed to study and relate problems now 
tackled independently, 

A housekeeping administration, a 
new agency, is recommended. Budget 
matters, personnel offices, purchasing 
programs, records and other affairs now 
handled separately by dozens of agen- 
cies would become the concern of one big 
administrative agency that would serve 
others. There are to be exceptions. Mili- 
tary procurement is not to be lumped 
with civilian procurement. The Bureau of 
the Budget and the Government Account- 
ing Office may or may not be in the new 
office. And, in the end, the Commission 
wants to give the President leeway in de- 
ciding which units should go into the 
housekeeping agency. 

The aim, however, is to separate ad- 
ministrative details from policy and op- 
erating matters. The plan, it is hoped, 
will save billions of dollars in avoiding 
duplication and overlapping and will let 
the President deal with one instead of 
dozens of agencies. 

Departments and agencies come next 
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in line for a shake-up. The 62 are to be 
combined into a third of that number, on 
the basis of present thinking. And, fol- 
lewing up on the administrative end, it is 
planned to give each department an un- 
der secretary for administration. The 
Commission hopes to make this a career 
job, with a permanence not to be upset 
every four or eight years. 

The Military Establishment—the 
armed forces’ holding company—is to co- 
operate more and bicker less, if the Com- 
mission gets its way. Unification is work- 
ing, say the experts, but not well. And 
too much power is in the hands of uni- 
formed officials, instead of civilians. 

Secretary of Defense James Forrestal 
stands to get real authority to run the 
armed forces, on the basis of present 
thinking. Secretaries will continue to head 
the Departments of the Army, the Navy 
and the Air Force. But those Secretaries 
are to become clearly subject to direction 
by the Secretary of Defense. The experts, 
moreover, want to take away the author- 
ity of the three service Secretaries to 
appeal directly to the President and the 
Bureau of the Budget.’ 

An Under Secretary is suggested as a 
deputy and general manager to strength- 
en the hand—the civilian hand—of Secre- 
tary Forrestal, This deputy would repre- 


mart 


sent Mr. Forrestal before the Joint Chiefs 
of Staff, take their split decisions to him 
for a ruling. The strictly military side of 
Mr. Forrestal’s office is to get the help- 
ing hand of a Principal Military Assist- 
ant, according to plan. 

Joint Chiefs of Staff are to get a 
chairman, to be named by the Secretary 
of Defense. A chairman is counted on to 
help the Joint Chiefs to come to decisions 
much more easily. 

National Security Council—top U.S. 
policy body—also is down for some de- 
militarizing. The Hoover experts want to 
cut military members on the Council from 
four to one—the Secretary of Defense. 
The planners hope that a more heavily 
civilian Council will then fully co-ordinate 
the U.S. domestic and foreign planning. 

War Council—top military body next 
to the Joint Chiefs—will be renamed and 
reorganized, if the experts have their way. 
That Council will become the Armed 
Services Policy Council, to include more 
civilians than at present. With new mem- 
bers and a stronger staff, the Council will 
be charged with the job of studying the 
separate policies of the three services and 
working those policies together. 

National Security Resources Board 
also is down for changes. The experts 
want it to get clear authority to act as a 


—$—__ 


presidential staff agency in Civilian a 
industrial mobilization. The experts qj 
on Congress to set up an Office of (jy 
Defense—under NSRB in peacetime jy 
the President in wartime. 

State Department, too, is mali f 
for changes designed to fit its policy-mg. 
ing job into the over-all scheme that jy, 
cludes the White House secretariat a 
the altered military establishment, Sty, 
Department, the experts feel, should hay, 
clear authority to define U.S. foreigp 
policy aims. 

A regional setup is suggested in play 
of the Department's division by functioy 
Four regional divisions are planned, eae, 
to be responsible for programs in a diffe. 
ent area of the world, and each to} 
headed by an Assistant Secretary. A fifi 
Assistant Secretary would handle matte; f 
not concerned with regions, and def 
with interdepartmental and United \,. 
tions affairs. 

Post Office Department is liste 
for drastic changes. Commission plannes § 
want to modernize its opel rations and in. § 
crease some of its rates, in order to stop 
annual losses that are running aboy 
$500,000,000. As things stand, the Poh 
Office does not use the revenues it cd. 
lects, or keep its own books. It depends f 
instead, upon Congress for appropriation 


3 Hrs Growing B Burden: 
Rise in Number of Agencies 
- Reporting to Chief Executive 


(Including 14 committees and commissions 
that have no other place to report) 


76 


AGENCIES, 





Source: Bureau of the Budget 
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covering the last detailed expenditure, 
ind upon the Government Accounting Of- 
fce for bookkeeping. 

A business-type setup is suggested 
for the Post Office. As a result, it soon 
may be living off its own revenues—like 
the Tennessee Valley Authority—keeping 
its own books and depending on appro- 
priations only to cover deficits. 

Labor Department is almost sure to 
be strengthened. Its many bureaus—in- 
duding the Bureau of Labor Statistics— 
are marked for more funds and personnel. 
And the Department is to regain some otf 
its old agencies. It is to get back the 
U.$. Employment Service, and perhaps 
the Unemployment Compensation office 
now in Federal Security Agency. Still in 
doubt as candidates for inclusion in 
Labor are the National Labor Relations 
Board and the Federal Meditation and 
Conciliation Service. 

Department of Agriculture is in 
for a shake-up if plans as drawn are 
adopted by Congress. A new Agricultural 
Resources Administration is suggested to 
take over soil and water-conservation pro- 
grams now spread out among the -Soil 
Conservation Service, the Extension Serv- 
ice, the Production and Marketing Ad- 
ministration and other agencies. Interior 
Department stands to lose much of its 


Bureau of Reclamation, its Bureau of 
Land Management and its Fish and Wild- 
life Service to the new ARA, which would 
operate within USDA. 

Some federal power is to pass to the 
States, if the Commission experts have 
their way. PMA is to lose some authority 
to Soil Conservation, and both agencies 
may yield some control to the State ex- 
tension services. Just where the real 
power in farm programs is to reside, how- 
ever, is not fully decided in the Commis- 
sion—and tar from decided in Congress. 

New departments—one and possi- 
bly more—are planned in order to raise to 
Cabinet level Government programs that 
have grown in importance and that are 
slated for still bigger things. 

A Department of Health and Wel- 
fare, by that or another name, is planned 
to take in most of the programs now under 
Federal Security Agency, as well as some 
others. The scheme calls for an Assistant 
Secretary for each of four major pro- 
grams—social security, education, public 
health, and special services such as those 
of the Food and Drug Administration, 
vocational rehabilitation and others. 

This social-welfare Department, if it 
comes into being, is likely in time to be a 
really major agency of Government, to at- 
fect directly more millions of individuals 
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than any other. Addition of compulsory 
health insurance, disability insurance, aid 
to education, and the extension of social- 
security programs to everybody would 
make this Department’s annual budget a 
multibillion-dollar affair. 

A Department of Public works, too, 
is being studied. If set up, it will take over 
the highway, construction and commu- 
nity-facilities programs of the Federal 
Works Agency and absorb some or all of 
the units and programs of the housing 
agencies and many other miscellaneous 
construction units. Some civilian jobs of 
the Army Engineers, too, may go into the 
new Department. 

A Department of Transportation also 
has gotten attention. Government trans- 
port operations now are spread out ameng 
Interstate Commerce Commission, Mari- 
time Commission, Civil Aeronautics Ad- 
ministration and other offices. One plan is 
to put all except the regulatory programs 
of these into a single Department. 

Best chance, however, is that adminis- 
trators of transportation and public works 
will wind up with something less than 
full Cabinet status. 

Administrations—about six big ones 
—are planned as holding and co-ordi- 
nating units for the dozens of agencies 
that now are on their own. Agencies hav- 
ing similar programs are to be com- 
bined under one head, according to pres- 
ent planning. Result, it is hoped, will be 
more co-ordination and less overlapping 
and duplication. And the President will 
deal with fewer offices. 

Regulatory agencies, however, are 
slated to remain independent, at least in 
regard to their regulative programs. Many 
of these are semijudicial. They are not 
likely to be lumped in with agencies 
whose functions are strictly executive. 
That goes for the Federal Trade Com- 
mission, Securities and Exchange Com- 
mission, Federal Communications Com- 
mission and others with similar jobs. 

Results of the plans now under study 
are to depend upon decisions of the top 
Commission and, after that, decisions by 
Congress and the President. Real altera- 
tions are likely to swing on the decision of 
Congress to restore, or withhold, the Presi- 
dent’s powers of reorganization. 

If Mr, Truman gets authority to put 
much of the Commission plan into ef- 
fect by orders that take effect automatical- 
ly unless Congress specifically overrules 
them, the sprawling Government may be 
overhauled—not quickly, but over a long 
period. If he does not, the plans will have 
to be run through Congress piecemeal. 
There, most officials feel, the proposals 
will run into heavy opposition from 
friends of departments that like life the 
way it is. Mr. Hoover, thus, is hoping 
that the President will get his automatic 
powers of reorganization, 
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BRITAIN’S FOUR-YEAR PLAN 


Britain's four-year plan is set 
now. It calls for more plant out- 
put, bigger crops to get country 
off U. S. relief. 

‘Idea of Labor Cabinet is to pro- 
duce more, sell more, buy less 
abroad. If it works, Britain will 
be out of the red by 1953. 


A four-year plan to get Great Britain 
off the dole now provided by Ameri- 
can taxpayers is stirring up a storm of 
trouble on both sides of the Atlantic. 

Aim of the British plan is to get the 
country on a paying basis before Ameri- 
can aid runs out four years hence. A 
deficit of $1,120,000,000 in Britain’s 
dealings with the rest of the world in 
1948 is to be replaced by a surplus of 
$400,000,000 for the year ending June 





DEBIT 
$1,120 


MILLION 


(BALANCE OF PAYMENTS, YEAR ENDING DEC. 31, 1948) 


STERLING AREA 


MARSHALL PLAN AREA 


$320 


MILLION 


Reported from LONDON 


80, 1953, if Britain’s plan succeeds. Such 
a plan is required by the United States 
from all countries now getting American 
help. 

Trouble is that the methods by which 
Britain proposes to get out of the red are 
going to affect the economy of the whole 
world. Britain is to shift the pattern of 
her trade. American farmers will find 
Britain buying less of their food. Ameri- 
can businessmen will get more competi- 
tion from Britain in world markets. West- 
ern Europe will be hit because Britain 
plans to eliminate her surplus of imports 
over exports in dealings with Europe— 
$600,000,000 in a prewar year. 

Savings for Britain, thus, are going 
to result in losses of potential sales for 
the rest of the world. 

Home-grown food, for example, is to. 
be increased to such an extent in the 
next four years that Britain can cut her 
food imports to half the prewar volume. 
Before 1953, Britain plans to boost meat 


$560 


MILLION 
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GIHES COUNTRIES 
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$440 








INVESTMENTS (BY VOLUME) 


production in the British Isles by 50 ve 
cent and grain output by 21 per cent. 
Colonial raw materials from Britain; 
45 overseas dependencies are to be py, 
duced in greater quantity. The aim js; 
boost colonial exports to Britain fro, 
$600,000,000 in 1947 to $950,000.05 
a year by 1953, and to enable the colonia 
to earn more money in foreign marke 
British industry is to enlarge its oy. 
put, over all, by 22 per cent in the foy. 
year period. Effort is to be concentrate 
on goods that can be sold abroad. 
Exports, as a result, are expected ty 
climb 32 per cent above the current rat: 
by 1953. Britain will be a competitor jy 
markets now left to other sellers, 
Imports are to be increased over the 
present rate by only 15 per cent. In 1953, 
however, the plan calls for Britain to be 
importing 11 per cent less than the to. 
tal of her annual purchases abroad be. 
fore World War II. 


zall this is likely to be somewhat of 
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ghock to non-British producers who, on 
the one hand, find themselves unable to 
ll to Britain as they have been antici- 
yating, and, on the other hand, discover 
that they are forced to compete with 
Britain in world markets. 

The impact of the British plan on 
world economy shapes up like this: 

in the United States, tliere is going to 
be less of a cushion of British buying to 
tuke the shock as American buying on 
the domestic market slows down. 

Extent of the cutback in British buy- 
ing in the U.S. is not yet certain. Details 
must be worked out from year to year; 
much will depend on price and on how 
much Britain can sell to the U.S. As the 
British plan now stands, however, British 
imports from the Western Hemisphere 
are to be cut within four years to 79 per 
cent of the $2,394,000,000 spent this 
year. 

U.S. exports to Great Britain already 
are down to about $650,000,000 from the 
$1,103,000,000 worth of supplies sent to 
Britain in 1947. If the British plan works 
out as scheduled, the U. S. is likely to be 
selling less than $500,000,000 worth of 
supplies per year to Britain after 1952. 

American farmers, as a result, no longer 
can look to Britain as a market for 
bumper crops of American wheat and 


GRAIN PRODUCTION POWER 





INDUSTRIAL ELECTRIC EXPORTS | 
(BY VOLUME), 


other grains—still less as a market that 
might increase. Prices being equal, Brit- 
ain will prefer to save dollars and buy 
most of the food she needs from members 
of the Commonwealth, like Australia. 
Grain surplus of U.S., thus, will go on 
the world market in competition with the 
grain of Argentina and other producers. 

American businessmen also are going 
to find Britain less of a buyer and more 
of a competitor. British imports of indus- 
trial rayon yarns from the U.S., for 
example, are to be eliminated because 
Britain expects to produce 200,000 tons 
of rayon in her own mills by 1953. Ex- 
ports of textile goods from Britain to 
world markets, including the U.S... are 
to be increased from $818,000,000 in 
1947 to $1,432,000,000 per year in four 
years, if Britain’s plan succeeds. U.S. 
automobiles, tractors, machine teols and 
textile machinery are going to meet in- 
creasing competition from Britain on ail 
world markets. 

Britain’s plan for getting off the U.S. 
relief rolls can reduce sales for American 
businessmen and farmers, but they will 
be saving money as taxpayers if the plan 
works, assuming that the rest of Europe 
does not need more help. 

In Western Europe, outside the Brit- 
ish Isles, the spokesmen of other govern- 
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ments in the Marshall Plan are complain- 
ing that Britain is trying to balance her 
own books at the expense of her part- 
ners on the Continent. They are partic- 
ularly concerned by the plan estimates, 
shown in the chart below. By 1953, 
Britain still will be taking in $48,000,000 
more from the rest of the Marshall Plan 
area in Western Europe than she spends 
there. ; 

Before the war, continental Europe 
sold an average of $600,000,000 worth 
of goods more to Britain every year than 
Britain sold to the Continent in return. 
The countries of Western Europe had 
the lion’s share of this favorable trade 
balance. Now, they complain, Britain is, 
in effect, announcing that its prewar 
import surplus with Europe is never to 
be restored. As the Continental countries 
see it, that means Britain is asking them 
to take over a $600,000,000 burden. 

Britain’s answer is that World War II 
shattered the old balance of European 
trade. Britain no longer has the earn- 
ings elsewhere in the world that enabled 
her to carry an unfavorable balance with 
Europe. Much of this money came from 
overseas investments that were sold off 
to finance the war. So now Britain must 
tighten her belt and do without many 
imports from Europe, which, in turn, 
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must tighten its belt and look for markets 
elsewhere in the world. 

Question is whether this answer will 
satisfy American experts dealing with the 
Marshall Plan. They have the difficult job 
of determining how the burden of Euro- 
pean recovery can best be divided among 
the countries benefiting from U.S. aid 
during the four-year period. To find out 
whether Britain, under the new plan, 
proposes to carry its full share, they are 
examining what the British themselves 
propose to do by 1953, when American 
aid is to stop. 

The British effort required for the 
success of the new four-year plan is 
going to put additional burdens on the 
British people. Now, nearly nine years 
after the British people began their life 
of austerity, the best that the Labor 
Government can promise them is a 5 
per cent increase in the standard of living 
after four more years of austerity. 

Up to now, Britain has made good 
progress toward recovery. British manu- 
facturers are turning out 25 per cent 
more goods than before the war. A spurt 
this year has put industrial production 
15 per cent over last year’s average. 
What’s ahead, however, before Britain 
can hit the targets now set for 1953, and 
thus do without help from U. S. taxpay- 
ers, is going to require not just spurts, 
but four years of hard work. 

On the farm, Britain is setting her 
sights on a wheat acreage of 2,750,000 
acres, the largest the experts believe can 
be maintained on the British Isles without 
a loss of soil fertility. If this goal is 
reached by 1953, Britain will be saving 
6,000,000 tons of grain imported before 
the war. In the same period, Britain plans 
a 10 per cent increase in milk production. 
Farmers will be asked to grow fewer 
potatoes, but will be expected to keep 
beet-sugar output at present levels while 
producing more grain and meat. 

Coal output is scheduled to rise from 
the present annual rate of 240,000,000 
tons to 283,000,000 tons by 1953. This 
means that British miners must increase 
their output by about 5 per cent per man. 
If the goal is achieved, Britain expects to 
produce enough coal so that the U.S. 
need no longer ship coal to Europe. 

Oil is going to earn more dollars for 
Britain. British oil companies, so far, have 
been spending dollars in the U.S. to get 
the oil needed for their market require- 
ments. In the life of the four-year plan, 
however, the British companies expect 
to cash in on their heavy investments in 
Middle Eastern and Venezuelan oil by 
getting more oil of their own. 

In addition, new oil refineries are to 
be built in Britain that will boost the 
country’s refining capacity from 2,500,- 
O09 tons in 1947 to 20,000,000 tons by 
1°53. This new construction, however, 
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BRITISH GOODS HEADED FOR WORLD MARKETS 
. .. what’s solvency for one could be shocks for many 


depends in part on whether Britain can 
get from the U.S. part of the steel 
needed. 

Electric power, under the four-year 
plan, is to be increased 22.2 per cent 
over present output. This appears on the 
surface to be a small rise, considering the 
fact that power output to date had been 
increased one and one-half times over 
the prewar rate to 45,000,000,000 kilo- 
watt-hours. The fact is, however, that 
much of the generating equipment is 
worn out and about half of it must be 
replaced. 

Steel output is scheduled to go 13.3 
per cent over present rates to reach an 
annual production of 17,000,000 tons by 
1953. About 700,000 tons of finished and 
unfinished steel will still be imported 
from Western Europe in that year, but 
Britain expects to be exporting as much 
as 1,580,000 tons of finished steel to over- 
seas markets. 

Machinery industries are deeply in- 
volved in the drive to increase Britain’s 
productivity. Industrial and _ electrical 
machinery, already produced at a rate 50 
per cent higher than before the war, is to 
go up to 70 per cent of the prewar rate. 
The aim is not only to meet the demands 
of Britain’s expanding production, but 
to provide exports. Farm tractors, for 
example, are produced at present at the 
rate of 100,000 annually, of which 50,000 
are exported. Tractor output is to be 
increased as steel becomes available, and 
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most of the additional output will go otf, Trou 
of the country in exports. calm 
In addition the British propose to build F the | 
up the chemical and textile industries, An 
both of which are likely to compete with Irani 
U.S. goods on world markets. Mor f sure 
British ships are to be built to carry thf sans 
country’s increased exports. was | 
The heart of all this is being mea f Russ 
ured by Marshall Plan experts not only in § temp 
money invested, but also in its effect of econ 
the world’s economy. dent: 
Investment required by the four-yer F by tl 
plan will come to about $8,500,000,00) F ot 
a year for Britain alone. British home troul: 
investment in 1947 and before the war Th 
totaled about $7,500,000,000 a year fp ad | 
With U.S. help through the next fou f ema 
years, however, Britain expects to be inf) Tehe 
a position to sustain the higher level o ¥ a0 
investment out of current income in 1952 f time 
The shift of Britain’s trade, for the from 
rest of the world, is the real heart of the F # P 
plan. Continental Europeans are sayin short 
they will need more dollars if Britain doe Unit 
not buy more of their goods than Britaid lishe 
sells to them by 1953. Americans at Th 
concerned by the drop of British purcha* of m 
ing in the U.S. and by the new compe fabul 
tition for U.S. goods abroad. ulate 
Outlook is for a revision of the detail the « 
of the plan. Chances are, however, that Re 
the broad outline of the plan to gt the « 
Britain off U.S. aid within four yeas _ 
will be approved on both sides of the > the | 
Atlantic. -_ 
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New “cold war’’ front is 
opening up in remote Iran. 
United States drive to build up 








‘untry on Russia‘s border is 











grousing Moscow. 
Prize both sides want is Iran's 










| petroleum. The United States is 


sending arms and experts to 


‘back up a “get tough” policy 
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‘against Russia. 


But this country may be build- 
ing up for a letdown. In a show- 


down, Russian Army can move in 


and swallow Iran with one gulp. 


An American traveler in Iran quick- 
ly feels the tension between the U.S 
and Russia in this oil-rich but primi- 
tive land on Russia’s southern flank. 
Trouble is bubbling under the surface 
calm. Iran may soon be a crisis spot in 
the “cold war.” 

American policy of encouraging the 
lranian Government to resist Soviet pres- 
sure has succeeded in keeping the Rus- 
sans out of the country since their Army 
was forced to withdraw in 1946. But the 
Russians are worried by the increasing 
tempo of American political, military and 
economic activities. Recent border inci- 
dents, a sort of “war of nerves” conducted 
by the Russians against the Government 
of Iran, point in the direction of new 
trouble. 

The U.S, is advising the Iranian Army 


, and getting ready to supply it with mod- 


ern arms, But it is common knowledge in 
Teheran that the Russians, if they choose, 
tan conquer the country “in marching 
time” and cut the Western powers off 
fom Iranian oil or military bases. Russia 
at present is doing everything she can 
short of actual intervention to keep the 
United States from getting firmly estab- 
lished. 

The stake in this tug of war is a land 
of mass poverty presided over by a few 
fabulously wealthy landowners and spec- 
ulators who make up the ruling class of 
the country. 

During a bus trip through Eastern Iran, 
the correspondent for the U.S. News ¢& 
World Report saw graphic evidence of 


’ the poverty, disease and illiteracy that 
seemed to prevail on every hand. In all 
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towns, no matter how small, the streets 
were filled with beggars. Most of them 
looked hungry and sick, 

Modern sanitation is almost nonexist- 
ent, With a few exceptions, there is no 
evidence of preventive medicine. More 
than 80 per cent of the people suffer from 
chronic malaria, Millions have trachoma 
or venereal infections, All along the bus 
route, men could be seen lying in the sun 
sweating out malarial chills. 

The farmers still till their fields with 
forked sticks. They have no legal protec- 
tion against eviction from their land or 
against the high interest rates they must 
pay on loans advanced by landlords and 
money lenders. Landlords hold what 
amounts to life-and-death power over the 
tenants. These landlords collect any- 
where from 60 to 80 per cent of the crop 
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ran: Shaky Frontier for U.S. 








as rent and payment for irrigation water. 
Nine of every 10 persons can neither 
read nor write. 

The workers have no legal protection 
against exploitation and no guarantee of 
decent working conditions. Those who 
try to improve social conditions frequent- 
ly find themselves barred from positions 
of influence. 

The U. §., since the end of the war, 
has become deeply involved in the affairs 
of the country. Now it is getting in 
deeper. American activities until recently 
were confined to limited help for the 
Army and to encouraging the Govern- 
ment to “get tough” with Russia. 

Diplomatic backing of Americans was 
apparent in Iran’s decision to turn down 
an Oil concession Russia wanted in the 
North to offset the valuable British con- 
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cession in the South. This backing also 
played a part in the collapse of a puppet 
government Soviet supporters set up in 
1946 in the northern province of Azer- 
baijan. (See map on opposite page.) 

On the military side, one U.S. mission 
has reorganized the constabulary for po- 
lice duty inside the country. Another is 
advising the Army, About $100,000,000 
worth of surplus American equipment, 
including airplanes, tanks and guns, is 
to be turned over to Iran on a long-term 
credit at 10 cents on the dollar, Native 
tribes are being permitted to keep their 
guns. 

The U.S, intends to renew the agree- 
ment authorizing military missions to op- 
erate in Iran, even though two years of 
experience has prompted American mil- 
itary men on the ground to discount the 
value of the Iranian Army. In their opin- 
ion, the Army is poorly led, shot through 
with corruption and probably would fold 
up in the face of any determined Russian 
attack, 

In case of war, military experts believe 
the most to be expected is guerrilla action 
by some tribes to harass enemy communi- 
cations, pin down a substantial number of 
enemy troops and tie up Iran’s petroleum 
resources so that they cannot be exploited. 

America’s short-term policy of giving 
Iran strong political and limited military 
support has kept Russia in check—tempo- 
rarily, But the long-term policy of foster- 
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IRAN: THE DEFENSE OF ITS RICH OIL POSES A PROBLEM TO U.S. 
. even with new armor, Iran would be no match for its northern neighbor 
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ing economic improvements to steal the 
Communist thunder is meeting serious ob- 
stacles. These efforts to win the friend- 
ship of the Iranian masses by giving the 
people a better living standard are not 
proving particularly popular with Iran’s 
ruling class, 

U.S. diplomats are trying to get the 
Teheran Government started on a seven- 
year program to modernize the country. 
It involves training technicians, develop- 
ing irrigation and the highway system, 
improving agriculture and expanding in- 
dustries. The whole thing is to be financed 
by $240,000,000 in oil royalties now used 
to pay current expenses of the Govern- 
ment, and by $250,000,000 in Interna- 
tional Bank loans. 

The Iranian Parliament has not yet ap- 
proved the plan, however. In fact, during 
the last 14 months it has approved only 
two important bits of legislation: a bill re- 
jecting the Russian oil concession and an 
act accepting the U.S. credit for Ameri- 
can military supplies, Parliament hasn’t 
even approved a budget for the fiscal year 
that began last March, But the Americans 
are sure the development plan will go 
through, 

Russia, however, has started a propa- 
ganda offensive against the American ac- 
tivities in Iran, particularly against U.S. 
military missions. At the same time the 
Russians are putting more and more pres- 
sure on the Iranian Cabinet, 
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—U.S. Army Signal Corps 


Several recent “border incidents” have 
been reported, The Russians, for example, 
complained that Iranian border block. 
houses actually were located on Sovie 
territory, The Teheran Government de. 
nied it, so a Russian border patrol moved 
in and a brief clash resulted. At another 
point where the border is defined by i 
river, the Teheran Government charge 
that the Russians have diverted the 
stream to the south, cutting off some 
Iranian territory, 

American and British officials in Te 
heran believe these incidents reflect rei 
fear in Moscow. These officials say th 
Kremlin is genuinely worried about 
American shipment of arms into ter 
ritory so close to Russia’s Baku al 
fields. A steady increase in Soviet pres 
sure against Iran is likely during the 
next few weeks while the United States 
is negotiating to keep military missions 
in the country. 

An explosive front in the cold wat 
thus, is developing. The Soviet Unio 
obviously does not intend to ignore Amet- 
ican moves so close to her border, How 
far Russia will go is the big question now 
Moscow still has the edge in a waiting 
game because Iran is far from stable p0- 
litically, The dire poverty of millions 0 
people makes the country a fertile see 
bed for Communism, And, if war comes 
Iran cannot stand up against the Russia! 
Army. 
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>> In a world of very little peace, of even less good will among nations..... 
Scandals in high places are breaking out all over the globe, jarring gov- 
ernments, sending dignitaries to jail, shocking and fascinating the bystanders. 
Britons are distressed to find a minister of the crown accepting expensive 
wns gifts from a fast-talking gentleman hunting special favors from the Government. 
Argentines are amazed by the fact that three of President Peron's closest 
friends and associates are in jail, charged with fraud on an ambitious scale. 
Japanese see their Government shaken by bribery charges affecting Cabinet 
members, watch Parliament go into a tailspin when the Minister of Finance, who 
should have been debating the budget, goes in for cloakroom kissing instead. 
Russians are presumably impressed, if not surprised, by a Moscow crackdown 
sending 12 factory managers to jail for producing goods of bad quality. 
Frenchmen are waiting to see if their Government, after years of failure, 
can actually collect taxes from the wealthy, can clean up the black market. 
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Chinese, watching the collapse of Chiang Kai-shek's Government, are wonder- 
nits” have ing whether their next batch of rulers will be more or less corrupt. 
— Americans are having to tear themselves away from a spy scandal to examine 
on Soviet charges that Marshall Plan countries are playing the U.S. for a sucker. 


ment de- 


‘ol moved iy : : - F 
+ onlie >> Britain's scandal, a sensation in London, seems to boil down to this: 


ned bya Lobbyists have wined, dined, even clothed a high Government official. 

i Charge, to be proved, is that obvious purpose of gifts was to get the official 

off some to use his influence in procuring import licenses, building permits, other favors. 
The official, John W. Belcher, says he thought the gifts innocent, friendly 

het gestures to one trying to get along on a small salary. But he has now resigned 

> say th as No. 2 man in Britain's Board of Trade comparable to U.S. Department of Commerce. 

. Other officials, some quite high in Government agencies, have also seen 

Baku ail their names dragged in. Another resignation or two is a possibility. 

jet pres Government action, if any, waits on official board of inquiry, now winding 

“yan up a month of public hearings, involving scores of witnesses. Meantime, there 

missions are one resignation and orders to deport two lobbyists who are not Britons. 

nisin Political effect has been to embarrass the Labor Government, but not really 

t Union jolt it very hard. As scandals go, Britain's is interesting mainly because it's 


re Amer- relatively rare in England. But, by comparison with others, it is small stuff. 
er, How 


jon now 4 . 
waiting >> Scandal in Argentina runs into more money, reaches higher places. 


able po- Amount at stake is $2,300,000 (11,000,000 pesos) in Government funds. 
ieee Men in jail, 14 to date, include three close to the top in Argentina. One 
» comes is co-ordinator of President Peron's five-year plan. Another is vice president 
Russiali 
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WORLDGRAM-- (Continued) 


of the Government Bank of Industrial Credit. Third is chief of Mr. Peron's per- 
sonal bodyguard. Few in Argentina have been closer to Peron, or more trusted. 

Alleged fraud is that these officials obtained $2,300,000 credit from Bank 
of Industrial Credit, presumably to finance transfer of an aluminum plant from 
Italy to Argentina. Now Mr. Peron finds that no such plant exists. 

Alleged plotters were clapped into jail some time ago, but unveiling of the 
scandal was delayed until after the recent elections, to avoid distracting voters, 

Effect of scandal, spectacular though it is, is not expected to upset the 
Peron regime. Mr. Peron has a tight grip on the country. Rumors of scandal have 
been circulating for months. The reality, now, doesn't surprise Argentines. 











>> Japanese, actually, are not unduly disturbed by fresh reports of scandal in 

their Government, either. Certain amount of corruption in high places is ex- 
pected in Japan, as in China. Revelations of drinking parties among legislators, 
Cabinet officers, always make interesting reading, don't really shock public. 

Current crop, though, is pretty big, must establish some sort of record. 

Prime Minister is charged by a member of Parliament with accepting a bribe, 
failing to report gift from textile magnate. Fact that Premier's Finance Minis- 
ter had to resign after the episode of the cloakroom just adds to the excitement. 

Former Prime Minister is in jail, awaiting trial on bribery charges. 

Also in jail, involved in the same case, are 15 members of Parliament, plus 
a handful of lesser politicians, a sprinkling of bankers and businessmen. 

Big money, a Government loan of $10,000,000 to a fertilizer firm, is at 
stake. Part of loan is said to have financed campaigns, fancy entertainment. 

Even bigger money, bigger scandal, is involved in another case not cleared 
up as yet. That was the theft, by Japanese politicians and businessmen, of bil- 
lions of dollars' worth of wartime stockpiles of steel, aluminum, clothing, etc., 
for later sale at high prices in the black market. That dates back to 1945. 














>> Taken as a whole, these items add up to an epidemic of scandal. 
Postwar letdown, relaxation of public morality, may account for some of it. 
Economic troubles--shortages, black markets--explain a good deal. 
Drastic controls imposed by governments, depriving businessmen of normal 
opportunities, putting profit motive in a strait jacket, are also a factor. 
Big government complicates matters by putting more and more economic power 
into hands of officials, subjecting them to temptations some can't withstand. 
Seems to be something for governments, as well as public, to think about. 














>> In China, where Government is on a day-to-day basis, it's a time for deals. 
It is a time for quiet arrangements under which Government officials, political 
leaders, generals, bankers, merchants lay their lines for a new regime. 
Desertions from Chiang Kai-shek's side are to increase, to be. expected. 
Deals among some Nationalist politicians, to oust Chiang and rule in his 
stead, seem to be in the making. These deals assume a new flood of U.S. aid. 
Deals between a few outstanding Nationalist generals and the Communists, on 
a regional basis, are under way. Idea of the generals is self-preservation. 
Deals leading to a coalition government for all China, merger of Communists 
and Nationalists, are also under discussion, can't be ruled out. 
Only clear fact, in all this dealing, is that the Communists have more bar- 
gaining power than the Nationalists, and more than the U.S., too. 
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Many fires reported as ‘cause unknown’ actually are due to spontaneous come 
bustion. They start themselves from paint rags, oily cleaning cloths or mops. The 
material heats up internally from chemical action—and then bursts into flame, 
Play safe! Keep oily rags in metal containers with tight covers. 
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the founding of the Aetna 
in 1819...through wars, con- 
flagrations and depressions 


... no policyholder has ever 


suffered loss because of 
failure of an Aetna Com- 
pany to meet its 
obligations. 








B.E Goodrich open 


lee tories have laboratories that 
L deal with the daily problems of pro- 
duction 

But bevond that there is another area o! 
the laboratory —« reative rescare¢ h—ihe kind 
that enabled B. F. Goodrich to pioneer ta 


] 


: 1 . ° 
American-made rubber in time to meet 


America’s war needs when Japan cut off this 
nation’s supply of crude rubber from the 
far east. 

Fabulous discoveries are v< 

eg a 
bevond the “rubber curtain 
outer limit of man’s present knowledge — 
hundreds of discoveries by way of new 
and better tires, products for industry, foot- 
{ 1 

vear, and a host of other rubber products 


and chemicals 


* Pow 


We of B F Goodrich know from experi- 
ence that the unfettered thinking and dream- 
ing and experimentation out of which 
tomorrow’s wonders will emerge, must be 
separated from the workadavy factory if truly 

] 


ew 1ceas are > GCI ated. 


1 ° 1 ° ° 
av trom the noise and vibration 


factorv. our creative scientists will 


: : Ape 
ombine imagination with knowledge to add 


new miracles to such B.F G achievements 


iS Organic acc elerators. age resistors, carbon 
i 


black, Geon and Koroseal. the first cord 
tire—and now the first and only puncture- 
sealing Tubeless Tire! 

Accordingly. ona 261-acre plot of rolling 
farmland, a few miles north of Akron, Ohio, 
B. F Goodrich has erected the rubber 


hous 


industry’s first “Research Center.” An in. 


stitution which ts really 8 1 laboratories, eq 
one housing a separate staff of scientiss 
assigned to a set of related projccts 


It is the lineal descendant of the firs 


B. F. Goodric h researc h laborator V.Set up in 





1895 This we believe was the first research 
effort instituted by any industry anywhere, 
Certainly it was the firsé in rubber, and the 
forerunner of many a B.F.G “First” in rub 
ber which include practically every major 
rubber development from that day on 
Our newest “powerhouse of ideas”, of 
fresh thought and hmitless curiosity, is our 
pledge that there will be many more “firsts” 
for B. F. Goodrich and for the people and 
the industry and the arts of this land of ours, 
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The only weekly magazine that 

has more than quadrupled its 

circulation since the beginning 
of World War II in 1939. 


(An increase of 87% per cent since V-J Day) 


U.S. News & World Report 
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Strife, bloodshed, revolts keep 
breaking out in Latin America. 
Uprisings in Costa Rica, El Salva- 
dor are newest on a long list. 

Political unrest, poverty and 
hunger are fueling discontent in 
some areas. Military men are try- 
ing to move into power. 

U.S., preoccupied elsewhere 
inthe world, is having to turn at- 
tention to fights among neigh- 
bors closer to home. 


While concerned with troubles all 
the way from Berlin to Shanghai and 
Singapore, the United States is finding 
that icalso has growing troubles nearer 
home, in the Western Hemisphere. 

Costa Rica is testing the new “little 
United Nations” of the Western Hemi- 
sphere with a charge that Nicaragua has 


_ invaded her territory. In El Salvador, the 


Army has overturned the Government. 
Venezuela and Peru are in the hands of 
military cliques that have exiled the 
elected presidents. Chileans are just get- 
ting over the shock of finding that high- 
ranking military men were plotting to 
take over their Government. 

Unrest, thus, is rife in Latin America. 
In many countries, the people are dis- 
satisfied. A Chilean court charges that the 
Argentine Government is foment- 
ing a series of revolutions to replace 
civilian administrations with pro- 
Argentine military governments. 
Whether this charge can be proved 
is open to question. It appears. to - 
be the desire of political “outs” to 
get into power, rather than Argen-: 
tine inspiration, that is back of the 
trouble in Costa Rica. 

In Costa Rica, armed forces said 
to total about 1,000 men have 
seized some towns near the Nica- 
raguan border. Costa Rica charges 
these forces were organized and 
armed in Nicaragua and that, al- 
though they include some Costa 
Ricans, most of the men are Nica- 
raguan soldiers and Mexican Com- 
munists, 

Aim of these forces, according to 
the Costa Rican Government, is to 
put Dr. Rafael Angel Calderon 
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Reported from MEXICO CITY 


Guardia into the Presidency. Dr. Calde- 
ron, who served as President from 1940 to 
1944, ran again last February. He was 
defeated, but a lame-duck Congress set 
aside the election. In the revolution that 
followed, the present Government, headed 
by José Figueres, took control. 

An appeal by Costa Rica for action 
against Nicaragua is bringing the Inter- 
American Defense Pact into operation 
when it has been in force less than a 
month. The appeal has been made to 
the Organization of American States, 
which has consultative powers under 
the treaty. 

The treaty obligates the 15 ratifying 
nations, including the U. S., to go to the 
aid of any American country that is the 
victim of aggression by another country. 
Now the first step is being taken. A com- 
mission consisting of representatives of 
the U.S. and four other neutral countries 
has gone to Costa Rica and Nicaragua 
to see if there is evidence to support Costa 
Rica’s charge. 

It is too early to say exactly what kind 
of report the-commission will make after 
finishing its investigation. Latin-American 
diplomats, however, suspect that Nica- 
raguan soldiers really are a part of the 
hostile force now in Costa Rica. They 
point out that Dr. Calderon and Dictator 
Anastasio Somoza, of Nicaragua, are 
business and personal friends, that Dr. 
Calderon has spent most of his time re- 
cently in Nicaragua, and that soldiers 
furnished by General Somoza helped to 
swing Costa Rica’s 1944 election the way 
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BACK OF SPREADING REVOLTS 


Dr. Calderén wanted it to go. Thus, they 
believe General Somoza is furnishing 
men and arms now to help his friend get 
back into power. 

If the commission reports that Costa 
Rica’s charge is substantiated, attention 
in Europe as well as in the Western 
Hemisphere will be focused on what the 
United States does. European countries, 
working on a defense pact they expect 
the U.S. to sign, will be watching to see 
how far Washington wili go in support- 
ing an antiaggression agreement near 
home. 

Choice of actions that can be taken 
by the nations that have ratified the 
inter-American treaty is wide; these ac- 
tions range from diplomatic pressure to 
the use of force. Thus, the U. S. Marines 
conceivably can be sent in to handle the 
situation, although that probably will not 
be necessary. 

Panama Canal security is one angle 
of the Costa Rican case that may become 
important to the U.S. Costa Rica is only 
300 miles from the Canal. Dr. Calderon 
worked closely with the Communists dur- 
ing his term as President and is believed 
to be working with them now. If a pro- 
Communist Government gets control of 
Costa Rica, the safety of the Canal may 
be threatened. 

in El Salvador, an Army revolution 
has ousted President Salvador Castaneda 
Castro, and a five-man board is govern- 
ing the country. 

The apparent reason for this revolu- 
tion was President Castaneda’s attempt 
to change the constitution so as to 
stretch his term from four to six 
years’ duration, That may be only 
one reason, however. E] Salvador 
has a few wealthy: families, but 
most of the people live in poverty. 
Revolutions thrive under condi- 
tions like this, which are common 
in Latin America. 

The defense treaty, if it proves 
workable, can nip invasions of 
the kind that Costa Rica charges 
against Nicaragua, but it cannot 
prevent internal revolutions. Mean- 
while, inflation is driving the little 
man in Latin America deeper and. 
deeper into poverty. Ambitious 
politicians and army officers, pos- 
sibly with some outside prompting, 
are taking advantage of this situa- 
tion. More revolutions, therefore, 
apparently are to be in store for 
Latin America. 
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MEDIATION IN BERLIN DISPUTE 


AN INTERVIEW WITH DR. JUAN A. BRAMUGLIA 


Minister for Foreign Affairs of Argentina 





EDITOR’S NOTE: The dispute over the Berlin block- 
ade has not been settled and the issue is still before 
the Security Council of the United Nations. Be- 
cause Dr. Juan A. Bramuglia, Minister for Foreign 
Affairs of Argentina and recently President of the 
Security Council, was in Washington on his way to 
Buenos Aires last week, the editors of U. S. News 
& World Report invited him to our conference 
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q 
room to discuss the mediation efforts which he dj. 
rected at Paris on behalf of six neutral countries, 

The interview was conducted in Spanish and the 
transcript was translated into English by those of | 
our editors who have served in Spanish-speaking 
countries. We believe this is the first authoritative 
interview with Dr. Bramuglia on the scope and 
basic difficulties of the mediation. | 
| 
| 





Q What did you find were the principal barriers to 
a mutual understanding between Russia and the 

Western powers on the Berlin issue? Was it a lack of 
understanding of the technical language of the agree- 
ments, or would you say it was basic distrust by one 
side or the other? 

A I think that the main barrier is based essentially 
on the lack of confidence. 

Q To what extent was it a misunderstanding of 
words, of language? 

A It is not a question of words in themselves. As I 
have said, I felt that I noted a lack of confidence. I be- 
lieve that what is essential for a solution is the re-estab- 
lishment of confidence. 

Q Have you any idea how that could be accom- 
plished? 

A That can be accomplished, naturally, only by pro- 
ceeding over a course toward reciprocal psychological 
understanding, which is very difficult to attain. More- 
over, I want to emphasize an aspect which I mentioned 
when the Assembly first began. I asked myself, what 
is the reason for the existence of this atmosphere of 
conflict? Is it because the juridical organization of the 
United Nations is deficient? Or is it due to the existence 
of a crisis of confidence? 

Fundamentally, I believe that it is due to both 
causes. First, an organization of juridical character has 
many faults, but the basic one concerns the operation 
of its machinery and the method of deciding questions 
placed before the nations. In fact, a theory of hierarchy 
is applied which is so absolute that it revives the old 
problems of the League of Nations. 

In the League there was also much argument be- 
tween the theory of hierarchy, in which states are ar- 
ranged in groups of different rank and power, and the 
theory of democracy, in which all states are equal. At 
that time, the argument between the reformers and the 

opponents of reform weakened the League so much 
that it functioned very inefficiently and ineffectively. 
Now this same problem arises again in the United 


ee] 


Nations, which is quite natural because the theory ¢ 
hierarchy contradicts the principle of the juridicg 
equality of states. 

Q By the theory of hierarchy, you mean, of cours 
the theory of setting up the Security Council? . 

A No. It means the existence of permanent groups 
of powers. 

Q In the Security Council? 

A Yes. And these groups of powers have absolute 


rights not shared by other states. Now, how can the} 


juridical idea of the equality of states be reconcile 
with the theory of hierarchy in the U. N.? 
Q Well, could that possibly be overcome by setting 


up a permanent mediation commission which would hk} 


analagous to a court, but without the powers of a cout} 
so that you would have a permanent commission to 
which mediation matters might be immediately trans. 
mitted? 
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THE ESSENTIAL BARRIER: BETWEEN MARSHALL... 
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nistrust on both sides was main barrier to agreement—Basic 


need to establish confidence is setup in U.N. That would 


be just to all—Nationalism prevents forcing of issues now 


A That is another matter. That refers to conflicts 
which may arise. But it is necessary, first, to begin by 
seating a juridical order that would be just and that 
would, of course, give the nations of greater importance 
snd more power more or less permanent positions on 
the Council, but not with absolute rights on all matters. 


» Now, as far as the operation of the Security Council 


is concerned, it does work as you suggest. When the 
Security Council is confronted with a conflict between 


‘tates, it must seek a solution. Those members of the 


Council who are not active participants in the conflict 
must intervene to the fullest extent in an effort to find 
4 solution by mediation. Consequently, when a party 
to the conflict presents a problem to the Security 
Council, the Security Council cannot decide on defi- 
nite sanctions without having first sought solutions by 
mediation. This is the essence of the function of the 
Security Council. 


Objections to a New Agency 


Q Would it not be possible for another agency to 
be set up to which these matters would be referred for 
specific mediation purposes? 

A No. I think that the creation of an organism with 
that specific task would put an end to efforts to medi- 
ate with the good will and vigor required for the settle- 
ment of such conflicts. 

Q Why should that be so? 

A Because what is needed is a dynamic and living 
force which faces the facts, and not a static organism 
which is set up for a specific purpose, in charge of men 


~Official U.N. 


who have this function permanently. Such an agency 
would degenerate into a bureaucracy. 

Q I was not referring to a permanent commission 
outside the Council, but to a permanent method of se- 
lecting members of the Council and of the Assembly, so 
that action would be taken spontaneously without the 
necessity of having a debate as to whether or not to 
refer a dispute to the Council. 

A I am fully in agreement with that. I believe that 
the Security Council exercises its true function when all 
of those members who are not participants in a conflict 
intervene to solve the problem which is brought up. 
That, as I see it, should be the first step taken in any 
conflict which arises on any subject. 

Q Did you have any personal conversations with the 
spokesmen of either side, or were the negotiations al- 
ways in writing? 

A There were both oral and written negotiations. 
Mediation requires a whole process of long conversa- 
tions, of great patience, of profound determination, of 
a desire to know and to understand. 

Q And optimism? 

A Yes, that certainly. 

Q Did the Russians consider you an impartial medi- 
ator, or did they believe you represented the Western 
powers? 

A I never had the second impression, rather I had 
the first. 

Q The reason why we ask this is that, in one of his 
statements, Stalin spoke of an agreement between the 
Western powers and his representatives, and the West- 


(Continued on page 38) 
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ern powers said they never had made an “agreement.” 
We believe he must have confused a proposal by the 
mediator with an “agreement.” Is that what happened? 

A It was a proposal which I. made and which was 
accepted by one side, but not by the other. However, 
these are the situations which negotiations always pro- 
duce. You consider 100,000 possibilities, you set up 
many formulas, you propose many means of media- 
tion and it is only natural that some are accepted and 
others rejected. All this is repeated ad infinitum. 

Q Were you aware of that misunderstanding, which 
was widely mentioned in our press, as to the meaning 
of the ‘“‘agreement” by one side? Was that cleared up? 

A No. I always have thought that this problem had 
a solution, because essentially it is just a skirmish in a 
great political, social and economic conflict. I never had 
thought that the effort to clarify words already spoken 
would lead to clarifying anything; in fact, I feel that 
such efforts serve only to irritate rather than to soothe. 
The task of mediation, which must be carried out with 
patience and with understanding, must not be held up 
by petty details, but must get to the bottom and the 
substance of the problem. Quibbling over details in no 
way contributes to clarify a question or to solve a 
problem. 


Policy of Disregarding Causes 


Q Did you get an impression of the reasoning of the 
Russians with respect to the illegality of the blockade? 
That is, was it the Russian concept that the blockade 
may have been illegal, but that it was a reprisal in con- 
sequence of previous action by the Western powers? 
Did they contend that one cause led to an effect? Was 
that the Russian reasoning? 

A We never examined the causes, or the measures 
adopted or not adopted, by the parties to the conflict. 
We went to the solution of things, to the solution of the 
issues. 

Q You dealt with the existing situation and not with 
its background? 

A Not with the causes. 

Q You didn’t go into the background of the dispute? 

A No. If we had examined the causes, we never 
would have been able to mediate at all. 

Q Well, did you consider that a simultaneous lifting 
of the blockade would have been a practical way to 
solve the difficulties, if you could have put a time limit 
on the currency negotiations? 

A I always believed that the questions in the con- 
flict would be solved simultaneously. Now, simul- 
taneity, as a principle, has many aspects which must 
be considered. 

The Western powers, for example, held that there 
would be simultaneity when action began on the meas- 
ures agreed upon (the lifting of the blockade and the 
opening of currency talks in Berlin), even though these 
steps would be completed at different dates. The Soviet 
Union, on the other hand, maintained that these steps 
must be completed simultaneously. 

Thus, it was a question of finding a formula which 


would give simultaneity, eliminating the conflict oye, 
the beginning and the ending. To this end it was pro. 
posed that experts be appointed who would report t, 
the neutrals and would work out the procedure for the 
immediate application of measures relative to the ypj. 
fication and introduction of the currency with agree. 
ment on both sides. 

This would have permitted the simultaneous appli. 
cation of the two measures—the introduction of , 
unified currency for Berlin and the lifting of the block. 
ade. That was the purpose of appointing the committee 
of experts. 

Q If the currency question can be resolved or sg¢. 
tled, do you think that the lifting of the blockade wil 
be possible? Is that the only obstacle to an agreemen 
now? 

A I think they are the only two obstacles that are 
apparent. 

Q We are much interested in the reasons for the jn. 
sistence on simultaneity, as you Call it. Is it a matter 
of pride? Is it a matter of face with each side? They 
do not wish to have a ‘diplomatic victory’ for one 
side or the other—is that the situation? 

A I think that naturally no country can accept any. 
thing but simultaneity. The contrary would upset 
and damage the conditions set by the country which 
accepted a solution. The problem could not be solved 
without that principle. 

Q What is the legal status of the mediation at this 
moment? Is it an informal action of the Security 
Council, or an informal action of the neutral countries? 

A It is an informal action of the six neutrals. The 
appointment of the experts, however, is a decision of 
the President of the Security Council. They are to 
report exclusively to him. 

Q That action of the experts 1s the action of a board 
of inquiry, separate and distinct from the mediation, 
is it not? 

A It is a part of the solution, an element in the 
mediation itself, because those experts report to the 
President of the Council, who has to be one of the 
neutrals so that results may be achieved and the neu- 
trals may consider the report. 


Role of Council President 


Q Will you, Dr. Bramuglia, continue to preside over 
the six neutrals? 

A Argentina has its position there. Naturally, if 1 
am present, I shall exercise the office personally; other- 
wise, no. Argentina presided over the informal mett- 
ings of the six neutrals because Argentina at that time 
held the Presidency of the Security Council. But the 
Presidency, as you know, passes from one member of 
the Council to another in rotation. 

Q Will the head of the Security Council be a mem- 
ber of the six neutrals the next time? 

A Belgium has the Presidency of the Council now. 
Canada will preside next over the Security Council 

Q It was understood in the United States that the 
problems which arose during the negotiations were 
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SECURITY COUNCIL: NO DEFINITE SANCTIONS WITHOUT HAVING FIRST SOUGHT SOLUTIONS BY MEDIATION 


primarily questions of method and not questions of 
fact; that is, there was agreement on the idea that the 
blockade should be lifted and that there should be 
currency reform, while the only question was how 
this was to be done. Is that what the experts are study- 
ing? 

i They are studying the agreements of execution, in 
order to judge the directives of August 30, taking into 
account those issued subsequently, but only insofar as 
currency is concerned. The lifting of the blockade 
presents no technical difficulties. 


Europe’s New Hope for Peace 


Q In your stay in Europe recently, and in your 
talks with people over there, did you find among the 
people a hope or a belief that we can find a way to 
avoid another world war? 

A When I arrived in Europe, there was not only dis- 
trust between the two sides, but also lack of confidence 
among the masses, and also, perhaps, a belligerent 
spirit. Now, that is changed and there is hope that the 
way to obtain permanent peace may be found. Much 
of that hope is based on the Security Council. For 
that reason, I think the Security Council has an 
enormous responsibility; the Security Council is op- 
erating as the hope of all the European peoples. 

Q You mean that the fact that the blockade con- 
troversy did not result in a break was in itself regarded 
as a hopeful sign? 

A That’s right. Everything combines to make a 
rather strong hope. 

Q What is the opinion of the informed diplomats 
in Europe about the prospects of some rapprochement 
between the Russian world and the Western world, 
and how long before such a rapprochement may be 
developed, speaking of the over-all situation? 

AI am not going to give you the opinion of the 
diplomats, because, as it is very detailed and well in- 
formed, it generally has subtle aspects which are very 
difficult to understand; but I am going to tell you what 
the people think. That, I believe, is the most impor- 
tant. The people think that all these problems have 


Se aS eek — 


—Ac 


solutions, that it is necessary to search for and to find 
the solutions, basically, through mutual respect, un- 
derstanding and co-operation. 

Q Did you see any sign that the nations of the 
world have changed their attitude on the question of 
sovereignty and the maintenance of sovereignty? Are 
they even more independent-minded, or is there a 
trend toward greater collaboration and perhaps a 
yielding of sovereignty in the world? 

A The feeling of nationalism influences theories. 
This feeling is always alive. That cannot be changed 
by theories. 

Q In other words, world government with a rigid 
system of compulsions, a world institution, is not yet 
here? 

A No, I do not think it is possible to force it now. 
I think that perhaps some centuries will be required 
in order to adjust the intellects, habits, customs and 
ideals of men, in order to reach that objective. Recent- 
ly, some people have spoken about this matter, but 
their ideas were the deductions of the citizens of the 
world who walked about the Chaillot Palace [meeting 
place of the U. N. Assembly in Paris]. 

Q Did you get very well acquainted with Mr. Vi- 
shinsky? 

A I talked with Mr. Vishinsky many times. 

Q Does he speak Spanish? 

A No, Mr. Vishinsky spoke to me directly in Rus- 
sian, and an interpreter translated what he said. 

Q So you had to translate and interpret most of 
your conversations? That must have been very tedious 
and long. 

A No. I have become accustomed to simultaneous 
and consecutive translations. 

Q Are you going back to Europe or coming back to 
the United Nations in New York after your visit to 
Buenos Aires? 

A I intend to go back to Buenos Aires not as a 
visitor, but because I am Minister of Foreign Relations. 

Q We thought perhaps you were coming to the 
U.N? 

A I do not know. If the President reaches that de- 
cision I shall be delighted. 
































4 “In proportion as the structure of a govern- 
iw ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.”’ 

GEORGE WASHINGTON 
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WHAT’S WRONG WITH THE WORLD? 


By DAVID LAWRENCE 


What’s wrong with the world? 

We live amid fear and anxiety. We know something 
is wrong. 

This is a season of inquiry. We pay homage to the 
birthday of the Great Teacher—but, even as we repeat 
the rituals, we know they have a hollow sound. 

We will not find the answer by looking far away. 
Whatever is wrong with the world is wrong inside of us. 
It is not outward, but inward, that we must turn for 
enlightenment. 

Our conscience tells us secretly what is wrong. It 
tells us of our own artifices—of rationalizations that 
seek to justify behavior which we know in our hearts 
is not right behavior. 

The guilt of an era is upon us. It is the guilt of men 
who know they have not practiced the Faith they have 
preached. 

Hundreds of years ago a Great Faith was given to 
man—a philosophy of living—a Code that has chal- 
lenged us through centuries of time. To obey involves 
discomfort, expense, irritations, inconvenience, annoy- 
ance and even the recurrent pangs of remorse. We can 
always think up thousands of reasons for not obeying 
the Code. 

Violation of the Code. has not been just a matter of 
mere individualism. It has become imbedded in the 
policies of governments—of peoples. 

Making a better world: Twice in our lifetime we 
have found it necessary to seek on the battlefield an 
answer to controversy. That answer has never come. 
Victory has been empty. 

Twice we have rationalized the justification for war. 
Twice we have sacrificed much—the lives of worthy 
men—in the confident belief that those of us who sur- 
vived would make a better world. 

Why haven’t we made a better world? What stops 
us? What barriers stand in our way? Some ask: Even 
though there be mountains in our path, can’t we move 
mountains? 

What mysticism and what abstraction, cry the skep- 
tics! And hence we go on intensifying skepticism and 
belittling faith. 

Isn’t that what’s wrong with the world? Men have 





lost faith in themselves—in moral strength. They hay, 
faith only in their fists—the weapons of physical for; 
that can destroy one another. 

Governments foster the belief that our fellow me 
are primarily to be distrusted, and that merely to} 
vigilant to ward off an enemy is all that is require 
of us. 

We live, therefore, in fear—that is what is really 
wrong with us. We fear each other. We fear the taking 
away of material things. We fear the encroachments ¢ 
a foreign enemy—the fear that if we do not attack 
others, they will attack us first. We point to the reality 
of a Pearl Harbor. The treachery of man is thus ¢. 
cepted as permanent. We make little effort to under. 
stand the sources of treachery—the beginnings of evil 

Relying on physical force: Governments which dis 
agree with our policies as a nation are called evil ob- 
structionists or brigands, bent only on destroying us 
Maybe they are. Is there no way to tame the savagery 
in man? Is crime preventable only by fear of punish- 
ment—or has modern penology taught us that re. 
habilitation of the criminal and the curbing of th 
criminal instinct is a social and moral and mental prob: 
lem which human society cannot solve merely by the 
blackjack or by prison bars? 

We build up our physical power. We profess to know 
no other power. We proclaim there is no other way 
that we must sooner or later—maybe not next year, but 
five years from now—begin to kill each other again. We 
begin to rationalize: “It has always been thus, it wil 
always be thus.”’ 

But a Great Faith teaches us otherwise. Through tht 
centuries the Christmas idea has persisted—celebratei 
mostly amidst the tinsels of materialism. The idea th! 
Jesus taught has nevertheless survived. It is an ide 
born of a divine inspiration—that somehow man Wa 
made for a higher destiny than organized murdet 
higher than the constant struggle for possession at 
things, things, things. 

Man still turns away from ideals as if they were it 
effectual, empty, meaningless—-for have they 
strained the hand of greed or the urge to mastery ove 
other men, other nations? 
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“I wholly disapprove of what you say but will 
defend to the death your right to say it.’’ 
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an has turned from faith in own moral strength to reliance on physical force— = 


ving in fear of each other keeps men and nations from finding an end to 
lyrmoil—Code of reason needed in national and international policy. 


They hay But in the chain reactions of an atomic age we will 
sical fore fffind ourselves nevertheless drawn desperately toward 
ideals. We will be challenged to put strength into 
ideas so that ideals may bring us to our senses. 

Yes, that’s what’s wrong with the world—we pro- 
claim ourselves idealists, but at heart we are material- 
ists. We tend to push aside the preachments of 
udeo-Christianity as obsolete, as inapplicable to 
modern circumstances. 

We are really afraid to try the philosophy of human 
not attack Brotherhood. It is so much easier to resent the words of 
the reality Fa misguided foe—to give way to a passion of resent- 
s thus a-fiment—to fail to see in the shortcomings of others the 
to unde-fmirror of our own shortcomings. We blame the other 
1gs of evil Fman’s provocation as if this relieved us of the obligation 
which dis. §to pursue the hard ways of peaceful intercourse. 

d evil ob. Maybe the true reason why we cannot approach our 
roying uspenemies with a hand of fellowship is because our hand 
> savagery pis covered with the stain of guilt. Maybe the idea of 
of punish. Pbuilding trust cannot make progress until it comes 
: that [from a clean heart and a people willing to sacrifice 
ng of thepsome of their worldly goods, even for the enemy. 
ntal prob: What a paradox is in the phrase, “Love thine 
ly by thefenemy”! We pass it by cynically even as we recite, 
“Peace on Earth, Good Will toward Men.” 

:s toknov}! When shall things be right with the world? When 
ther way, fshall trust be met with trust? When shall distrust be 
- year, but Pmelted away by trust? 
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again. Wi} Acknowledging our own errors: Many steps must 
us, it wil Fcome first. We must be sure we have traced truthfully 
our own course in the past. We must not be afraid to 
rough tht J examine our own record. We must acknowledge equivo- 
elebrate’ F cation and error. We must confess the sin that permits 
idea tha' [us to imitate the course of others whom we condemn. 
s an idea We must rid ourselves of hypocrisy in national and 
man W2 F international policy. 

miurdet It is not an easy goal to attain. That is why the 
ession 0 § World is in a turmoil. Even the teachers disagree. The 
gfoups inside the nation fight one another—they look 
were it | With envy on each other’s power and possessions. 
they tt Until sects within the churches see the tragedy of 
tery ove! friction they themselves create and foster, until classes 
within the economic system see clearly how the sins of 








stubbornness and selfishness contradict their own pro- 
fessions of virtue, until all of us are ready to plead 
guilty to the indifference we feel toward principle and 
the basic tenets of a Great Faith—until then there can- 
not be peace inside or among nations or a better world. 


Moral power the greatest force: The problem of 
human betterment is not institutional. It will not be 
resolved merely by the calling of conclaves or the adop- 
tion of resolutions at impressive conferences wherein 
delegates represent theoretically the will of countless 
constituencies—helpful as such movements can be. 
Morality cannot be instilied by proxy. It can be taught 
best by individual example. 

Only when human hearts begin to change will the 
world change. 

Only when things begin to be right inside each 
of us will things begin to get right in the world. 

Another year is at hand. Is it to be another year of 
man-made folly, of tragic rivalries and mad pursuits 
of those goals that have led to more and more friction 
and less and less peace? 

Or shall we see at last that we can win the battle 
against fear by divesting ourselves of the fears that 
rage inside us—fears of loss of wealth, of loss of pride, 
and of loss of “face’’? 

The hope of the world lies in evolution. Centuries of 
chronic indifference have been marked by the per- 
sistent impulse to conquer evil within us and to reach 
out for another way. 

Reason is the biggest single undeveloped instrument 
of mankind. We must believe that the ingenious minds 
that conceived the scientific wonders of this age can in- 
vent a better way to adjust human relations than to 
permit the cancers of hostility to spread and bring on 
the “inevitable war.” 

We must not forsake the greatest power on earth— 
moral power. We must have faith in the power of Con- 
science. We must never lose hope in the power of Rea- 
son as a means of settling disputes. We must be guided 
by the immortal words of the Master. When we are 
ready to follow the Code, things will begin to be right 
with the world. Then will come at last the era of Peace 
on Earth and Good Will toward Men. 























WHAT THE FARMERS WANT 


AN INTERVIEW WITH ALLAN B. KLINE 





EDITOR’S NOTE: Allan B. Kline, president of the 
American Farm Bureau Federation, was invited 
_by the editors of U.S. News & World Report to 
tell what agriculture expects of Congress, in the 
light of current price and market trends affecting 
farm commodities and of possible future decline 
in export demands. He also was asked to describe 
the farmer’s attitude toward labor and to give his 


Perens, 


opinion as to whether a farmer-labor coalition js 
likely to result from the recent election. 

Mr. Kline not only is spokesman for the largest 
of the national farm organizations, but, as an Iowa 
farmer himself, is especially familiar with the 
problems of the Middle West. 

This is one of a series of interviews with leaders 
in business, labor, agriculture and national affairs. 








Q What is the principal thing that your group 
wants from Congress this coming year? 

A Many of us would put the matter of a more 
stable general price level, and something to implement 
it, at the top of the list. 

So far as agriculture is concerned, particularly, I 
would certainly rate the question of a more stable dol- 
lar as a No. 1 agricultural problem. Nothing can pre- 
vent distress in agriculture if this inflation is followed 
by a deflation in the historic pattern. We need desper- 
ately to level off the general price level without that 
sort of decline. In view of the complexity of factors in- 
volved, that is, unprecedented budget, debt, taxes. 
credit facilities and money supply, and the urgency of 
satisfactory solution, Congress should give high pri- 
ority to monetary and fiscal policy. 

Also I would say that high on the list is this question 
of whether a relatively free enterprise system with 
incentives is to survive or whether it is to be sup- 
planted by a system in which an increasingly large 
area of production and distribution is controlled by 
Government. Nothing could be a more cruel delusion 
than to continue the inflation with one hand and ration 
a few commodities with the other to create the im- 
pression of controlling inflation. 

Q How are you going to stabilize industrial prices 
and at the same time keep agricultural prices from 
falling? 

A We have not been talking about stabilizing in- 
dustrial prices, but about stabilizing the general price 
level. It happens that, in the last session of Congress, 
the American Farm Bureau Federation worked ag- 
gressively to evolve a long-range farm program based 
on variable price supports at 60 per cent to 90 per cent 
of parity. These price plans supplant high, wartime 
supports of 90 per cent. The program is designed as 
part of a free-enterprise system. 

Now, my personal attitude is that we should make 
a real try to make the long-range program work, be- 
fore we step in and change this basic principle by writ- 


oeees, 


ing in a far more dramatic extension of the area o 


Government operation. 
Q Is the farm market narrowing—or will it? 
A Both food consumption per capita now, com. 


pared to prewar, and a remarkable upgrading of 


American diets during the same period point to the 
possibility of steadily expanding farm markets in this 
country. In addition, of course, our population js 
40,000,000 more than in 1919, and gaining rapidly 
Nevertheless, we are up against a difficult problem and 
it is not equitably distributed among the various farm 
groups. For instance, we consume in this country only 
about half of our most recent production of wheat 
The problem of adjusting from a wartime production 
of 1,200,000,000 bushels of wheat with 400,000,000 or 
500,000,000 bushels for export, to a position where we 
might expect export of 100,000,000 or 200,000,000, is 
a very real problem indeed. 

Q What can be done? 

A Well, there are some acres in wheat that probably 
ought to go out of wheat. In some places emphasis 
should be put on grass instead. Also we should work 
for stable export markets. 


Feed for Acreage Control 


Q Will a return of acreage control be _ neces: 
sary? 

A Acreage control certainly has to be kept available 
as a last-resort measure, because there is no gain from 
bankrupting agriculture, but meanwhile we need to 
apply our common sense in the use of wheat for feed- 
ing livestock as well as for feeding humans. 

Q Then what happens to corn? 

A It is quite true that wheat as livestock feed com- 
petes with corn. The most optimistic thing about this 
whole situation is that we do have the capacity for alot 
of consumption in this country. Livestock offers 4 
fundamental sort of solution both because people like 
meat and livestock products and because it takes six 
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steady dollar is first need—Free enterprise as against increased Government 


controls—Farmer-labor party is unlikely but co-operation has begun—De- 


crease of foreign demand for U.S. food brings adjustment problem 


or seven times as much land to feed a person on meat 
gs it does to feed him on grain. 

Q What about the world-wide consumption—there 
are so many more people in the world, why shouldn't 
the demand be more or less constant? 

A There is no doubt that the need is great, but you 
must differentiate between need and demand. Every 
grandiose scheme designed to distribute the world’s 
food surpluses on the basis of need is subject to a lot 
of shortcomings, even on the part of the recipients— 
shortcomings that only those who have thought about 


it realize. 


Dangers in Gifts of Food 


If you give wheat to a people who are short of food, 
itis obviously very good for them at the time. On the 
other hand they become psychologically and otherwise 
adjusted to the world’s giving them, say, 200,000,000 
bushels a year out of the world’s surplus. Then what 
happens the year there is no surplus? A worse famine 
than otherwise. Obviously, you have evolved for your- 
self a problem—you probably end up by giving them 
100,000,000 bushels out of your own normal supply. 

Now I have only hinted at the problem. It is not 
only a political problem. Where the wheat goes into a 
society which isn’t adjusted to its use, which hasn’t its 
own house in order, which isn’t disciplining itself, 
which isn’t basing what it does on its own production 
and traditions, then there are other problems, too. 

Q How long can you go on feeding Europe on that 
basis? 

A Well, of course, the per capita rations in Europe 
look very optimistic now compared to the last few 
years. The diets in Europe caloriewise are only a few 
per cent below prewar now. There was an extraordi- 
nary increase in their crop this past season. 

Q But we’re still shipping a lot to them— 

A Well, we’ve set up an ECA program on the basis 
of four more years—and we hope there may be contin- 
uing healthy trade thereafter. 

Q We are interested in what you think we will ex- 
perience in the next year or two with reference to farm 
prices and income. 

A Well, I think the optimistic view is the sound one. 
Since we are afraid of inflation, and since the higher 
the inflation the more inequities and instabilities, our 
greatest concern is that we stop inflation. This is made 
more difficult, because the balance becomes delicate 
and nobody wants serious deflation. The federal 
budget will probably stay high. Taxes altogether are 
taking almost 30 cents of every dollar, and those tax 
dollars are being respent. It seems that we shall have 
both high production and effective demand. 


ALLAN B. KLINE 


Q Right now there is a good deal of hesitation— 
everyone is holding back since the election. What is 
your opinion of that? 

A I think it’s too soon to make any decision. I’m 
optimistic. 

Q Do you see any danger of a repetition of what we 
had in the ’20s in agriculture, when the city people 
were almost unaware of what was happening on the 
farms? 

A Well, you wouldn’t get the same unawareness 
now. But it would be a poor observer who did not see 
the possibility of a recurring farm problem. Wheat is 
off 75 cents from the high. Corn was above $2.80 last 
summer and a lot of it has changed hands at a dollar, 
and hogs recently have been off. $7 per hundredweight, 
cotton 7 cents a pound, etc. At the same time farm 
costs are steady or continue to rise slightly. 

Q If those trends continue, would the farmers be 
more interested in price control than they were, say, a 
couple of years ago? 

A Yes. We would not go down as low in agriculture 
as we were in 1920 or the early 1930s before a lot of 
things were tried. This is a place to emphasize our de- 
pendence in agriculture, on high production and high 
income in the rest of the economy. 

There are a number of things which would come 


(Continued on page 44) 
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into play, both in and out of the agricultural field if 
real depression were to set in. Agricultural programs 
would come into play, also security programs, Govern- 
ment spending, subsidized consumption, a lot of things 
sometimes necessary but altogether a dismally unsatis- 
factory substitute for a free dynamic economy with 
steadily improving standards. 


Why Rationing Makes for Scarcity 


Q Are food prices and costs all out of proportion 
to other things? Will rationing and price control help 
that? 

A No. Of course there are those who think it proper 
for farmers to work longer hours and get less than 
others, but most people would like to be fair. There 
have even been a lot of vegetables and fruits produced 
at a loss during the past year. In these cases, cost of 
distribution was most of the consumer’s price. 

Then some foods are high. Take the meat situation. 
When people think of the cost of food they think of 
the high cost of meat. The shortage of meat is due to 
the short corn crop last year, exports of almost 600,- 
000,000 bushels of grain last year, and unprecedented 
demand. 

Rationing won’t make more meat. It will probably 
make less. To get more meat, we must raise and feed 
more cattle, hogs and sheep. If we are to have more 
pork next year we will have a little less this year, be- 
cause the additional sows must be taken out of this 
year’s supply. 

Give the thing time and we will get a lot more meat. 
But, institute a control program and the farmer would 
hesitate to pour his resources into meat production, 
because he wouldn’t be so sure but that the Govern- 
ment would come along and decide meat was too high 
and livestock too high, after he had spent the money 
and effort on production. 

If the Government did that, they might pay him a 
subsidy, but that he doesn’t like. To administer such a 
program takes big Government. Black markets are 
inevitable. 

The whole thing adds up to a distortion of the pic- 
ture so that resources get out of the place where you 
actually want them used. The farmers produce some- 
thing else besides meat, something which has no ceil- 
ing over it. We cannot afford to institute these uneco- 
nomic methods of production in this country at this 
time. 

Q Are you favorable to a fourth round of wage in- 
creases? 

A I think it would be much better to have a uni- 
versal increase in real wages through some reversal in 
the inflationary trend. I am sure there are many in 
labor who would agree. 

Q They’re ducking on that now. They’re saying the 
cost of living may go down, but profits are so large 
that labor is wanting to share in those profits. 

A And, of course, there are some statistics which 
support them on the basis of corporate profits. No one 








is more interested than farmers in widespread ang 
equitable distribution of purchasing power. At the 
same time, the American Farm Bureau Federation jg 
fully aware of the necessity of having increasingly 
efficient production machinery. We would like to see 
it come from private capital and not from Government 
expansion. There are times and places in which jt 
seems that only Government can do it, and these mul. 
tiply in wartime. It seems easy to invite Government 
in; it is difficult to get it out. 

People haven’t associated themselves with business 
enough. They have thought of business in terms of top 
names. We need to get the feeling of interest ang 
ownership of business’ itself widespread. We must 
create the kind of interest which doesn’t say, “Wel], 
it’s just those few rich fellows, and what they’re doing 
is taking $20,000,000,000 out of the income stream,” 
Actually, in this system, profit is the basis for im. 
provement in machinery, working conditions and pro. 
duction per man. All these depend on invested profits, 

There is a corollary in agriculture. There are a lot 
of people who think agriculture is a lot more pros- 
perous than it is, for the reason that land, machinery, 
livestock and supplies as well as cash income are all 
valued in present cheap dollars. It’s ridiculous to con- 
sider as profit the increase in dollar value of invento- 
ries necessary to operate a farm. 


Labor's Possible Monopoly 


Q How do you think the farmers view this whole 
question of labor legislation? Are they in favor of some 
legislation? 

A Yes, indeed. They think the time has come to 
take a new look at it. But they know that the tradi- 
tional attitude in America of considering monopoly as 
the thing exercised through the ownership of capital 
must certainly be enlarged to include the possibility of 
another group—a labor group—who could, by con- 
certed action, tie up a whole section of the economy. 
In fact the whole economy. There are many examples 
—rails, shipping, coal. 

A few hundred thousand people (in some cases, 
much fewer) can hold up the economy. Acting 
through small boards and groups of leaders, they can 
implement demands by stopping production. In other 
words, it’s a form of monopoly. Farmers have always 
recognized that monopoly is a thing which must be 
controlled in the public interest. 

Q Of course, farmers favor.profits rather than any 
Government redistribution of wealth? 

A We do certainly believe in the profit system. 

Q Would you say farmers on the whole were right, 
left, or middle? 

A I would say “middle.” 

Q You would certainly not call them left? 

A No. On the other hand, right and left are indefinite 
terms—mean different things to different people. To 
many, “left” means willing to expand the activities and 
responsibilities of the Federal Government. Farmers 
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do insist on certain basic protections for agriculture. 
You know agricultural production is remarkably 
table, good times and bad. This is good for the coun- 
try. Agricultural products are indispensable. On the 
other hand, our prices vary unduly. 

Briefly stated, agricultural production tends to be 
table, farm prices to fluctuate. Industrial production 
tends to fluctuate, industrial prices and wage rates to 
be stable. It is no profit, either to the country or to the 
farmer, to allow a bankrupt agriculture to result from 
farmers’ continuing to produce when others have shut 
down. 

Q The New Deal did sell itself there? 

A That’s right, and, in a way, that puts us in the 
middle on this “left” vs. “right” thing. 

Q What about a farmer-labor party—is there any 
chance of that? 

A It is very unlikely, I should say. A satisfactory 
working relationship in some areas is a possibility. 

Q You mean in certain localities? 

A I meant more in economic and political areas. 
There will be quite a difference, for instance, between 
the attitudes which are likely on the part of the Ameri- 
can Farm Bureau Federation and on the part of the 
CIO and AFL with regard to what will supplant the 
Taft-Hartley Act. But this divergence may not be as 
great as it would seem on the surface. A very great 
many labor people recognize the necessity of doing 
something to maintain continuous production in in- 
dustry at high levels. 

Q Is there a conscious political relationship there? 

A No. There is certainly nothing formal. There is the 
beginning of co-operation, but it would have to make a 
lot of progress to become anything that you would call 
a coalition. 


Farmers’ Role in Election 


Q What do you think influenced the farmers pri- 
marily in the last election? 

A The election was interpreted by some as a man- 
date in the direction of administered prices, higher 
guarantees, etc., yet, strangely enough, farmers in IIli- 
nois, lowa, Ohio and California are also credited with 


| swinging the election. And the farmers in those areas 


have since indicated in annual meetings of their power- 
ful State farm bureaus that they want to fit into a free- 
enterprise system, not a controlled system. 

One of the things you could get your teeth into was 
the surplus of corn, and the remembrance of what hap- 
pened in 1920 and what happened in the early ’30s. 
There was just a little feeling that this thing of restrict- 
ing the Commodity Credit Corp.’s ability to acquire 
storage space might mean that maybe the Republicans 
were ready to let agriculture go broke. Actually, I don’t 
think it was there, but the Democrats capitalized on it 
and the Republicans failed to do some of the things 
they could have done to counteract it. 

Q To what extent are the governmental agencies 


and their auxiliaries—Extension Service, etc.—active 


—— 


in organizing farmers, and do they exercise a consider- 
able political influence, in your opinion? 

A This is an important question. However, it needs 
clarification. You group straight-line agencies, admin- 
istered by employes responsible directly to the De- 
partment of Agriculture in Washington, with the Ex- 
tension Service, whose employes in the States are de- 
pendent for tenure and status of employment on peo- 
ple at State and local levels. 

We have set up during the last couple of decades a 
number of institutions in which a program is designed 
at the national level, control is at the national level 
and administration and personnel throughout the 
United States are in the hands of the Federal Govern- 
ment. 

We know that these institutions tend to get into 
partisan politics. Also they tend to get into politics for 
determining the policies of their particular agency— 
we know that—and we know there is a very grave dan- 
ger in it. This is not a fault of certain individuals or of 
a particular party. It’s the system and inevitable with 
this straight-line federal setup. 

One of the keys to this thing is decentralization of 
administration. It is quite true that State administra- 
tions also tend to become political. But this doesn’t in- 
volve the same difficulties because it can’t go on, in a 
co-ordinated way, all over the United States at the 
same time. 

In this regard our experience with grants-in-aid to 


States in case of land-grant colleges deserves men- 


tion. The Act setting them up has been in effect since 
1862. The program is national. Administration is de- 
centralized in the various States and localities. In this 
day of big government let’s restudy this successful 
pattern. 

Q You had all through the ’20s discussion about an 
orderly marketing system—you had your surpluses 
after World War I? 

A Yes, farmers wanted something to protect them 
against ruin by virtue of having produced more than 
the market would take at any one time. 

Q How about the minimum diet? 

A These minimum-diet plans will get some real con- 
sideration in the next few years. I hope that we are pros- 
perous enough so that we can act in this country in a 
way such that rising standards, actually achieved, will 
keep that sort of thing to a minimum. On the other 
hand, such a thing as a food-stamp plan makes better 
sense than a lot of other things that have been pro- 
posed. 

Q You think keeping the buying power of the dollar 
steady is a little bit more sensible? 

A All over America, with good sense and sincere 
effort on the part of the major groups in the economy of 
the United States, there is no doubt in the world but 
that we have the productive machinery, the imagina- 
tion and initiative, the energy and the ability so that we 
can, with reasonable effort and self-discipline, look for- 
ward to a future more full of promise than anything, 
anywhere, in the past. 
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‘Different’ Military Thinking Represented 


He Believes Peace Is Possible, but Insists 


> Gen. Omar N. Bradley is proving to 
be a different sort of military man. Gen- 
eral Bradley, the quiet, firm-minded Army 
Chief of Staff, has been saying and doing 
things that many find in vivid contrast 
with the words and actions of the top 
generals and admirals of the Air Force 
and the Navy. 

The Navy and Air Force have been 
squabbling over details of the merger of 
the services, while the General doggedly 
urges more and more unification. They 
have been competing for funds, each try- 
ing to get the biggest possible chunk of 
the largest possible appropriation. Gen- 
eral Bradley, however, realizes that there 
is a limit to defense spending. He wants 
the services to get together and divide 
the available sums in a way that will, in 
considered military judgment, provide 
the utmost in national security. 

In addition, General Bradley does not 
share the usual military view that war is 
inescapable. His statements on that are 
noticeably restrained. Meanwhile, he is 
trying to make his Army an attractive 
career, for the young American. 

These things—unification, budget mak- 
ing, war, the draft—all deal with ques- 
tions and problems that now concern 
many people. General Bradley has not 
been reticent about expressing himself 
on these points. What he has said in 
recent speeches tends to set him apart 
from other military men and provides 
guideposts for the future. As an indica- 
tion of his views and what lies behind 
them, he éays: 

On unification. “In the structure that 
has been created out of unification, it is 
essential that we subordinate our loyalties 
to the services of which we are a part. 
Only in this way can our own best efforts 
be devoted to the combined defense of 
the nation. We must develop in the Army, 
the Navy and Air Force officers who owe 
their duty not to their uniforms, but to 
the nation—officers with the integrity and 
character to devote themselves to na- 
tional defense, not fratricidal contests 
among the services themselves.” 

Within the Joint Chiefs of Staff, Gen- 
eral Bradley has been fighting for real 
unification, where the other services have 
hung back. He has helped the Air Force 
and Navy straighten out some of their 
difficulties. He thinks unification is work- 
ing, but still has a long way to go. In 
particular, he would like to eliminate 
lobbying for funds by the services. He 
has said: 

On lobbying. “If the armed services 
are to retain the trust and confidence of 
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the American people, then they must put 
an end to their dog-eat-dog -contests for 
a part of the taxpayer’s dollar. The 
United States cannot stake its national 
defense requirements on a_ popularity 
contest where glitter, clamor and shrewd 
public appeal become more important 
than military judgment. You cannot risk 
your security to a bout for public favor 
and congressional indulgence.” 

General Bradley, in his own unassum- 
ing way, now is hard at work on budget 
problems. The budget goes to Congress 
next month, and his first objective is as 
broad an agreement as possible between 
the services on how the total defense 
sum appropriated is to be divided among 
them. As for defense spending: 

Total defense? “Admittedly, there is, 
of course, a limit to the wealth we can 
pour into preparedness in an effort to. 
avert another war. No nation can in- 
dulge in absolute preparedness in time 





—Harris & Ewing 
CHIEF OF STAFF BRADLEY 
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by General Bradley; 


on Utmost Security 


of peace. Simply because we hay 
learned there is no safety in weaknes 
there is no reason for us to fly off to the 
other extreme and seek security in . 
cessive arms. 

Finding the proper level between they 
extremes is the problem. President Ty. 
man has fixed a $15,000,000,0000 gj. 
ing for defense spending in the next figca] 
year. The military men, including Ge. 
eral Bradley, think it should be more 
For one thing, the ceiling means an Arm 
smaller than the General thinks woul 
be needed for immediate missions in the 
event of war. As to General Bradley’ 
ideas on the imminence of war: , 

War. “There is danger that it [war] 
may come before we can assemble power 
against power in sufficient strength ty 
make any aggressive adventure [by Rw. 
sia] a dangerous and prohibitive risk.” But 
he also says: 

“We have not yet begun to exhaust the 
possibilities for peace.” And: 

“I, for one, shall keep my hope and 
trust that, however long it may take 
however trying this tension will be 
whatever the cost involved, some day we 
may settle this conflict by discussion 
rather than force.” 

War, in the General’s view is possible, 
not probable, and hardly inevitable. Until 
the crisis can be talked out, he thinks the 
U.S. and the Western democracies 
should be strengthened to a_ point at 
which Russia would not dare attack. 

Philosopher General. These views, 
vitally important to the times, have come 
to General Bradley in the course of a 
military career devoted to reading and 
to thought on social philosophies and the 
motivations of peoples as well as to battle 
tactics. 

General Bradley grew up in Missouri, 
came into the Army through West Point, 
a classmate of General of the Arm 
Dwight D. Eisenhower. Bookish, unspec- 
tacular, he had the run of routine Arm 
assignments and watched the first World 
War from this side of the ocean. Between 
wars he taught mathematics and infanty 
tactics at West Point, acquiring a reputa- 
tion as an authority on both. His oppor- 
tunity to put his book tactics to effective 
use in the field came with World War Il 
General Bradley wound up in command 
of ground forces in France and Germany. 

His men liked him for his consider: 
tion, his humaneness, his weighing 
possible casualties against possible gains 
in ordering an attack. His staff officers sa) 
they never knew him to raise his voice 
There might be occasional flashes 
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anger at bungling, but these were quickly 
ifed by the self-disciplined General. 

He came back known as the GI s Gen- 
F oral.” Because of his popularity with the 
troops, President Truman appointed him 
io take charge of the Veterans’ Adminis- 
ation, Which was almost overwhelmed 
by its postwar load. General Bradley got 
wood results in that situation, and last 
spring he became Chiet of Staff. 

At the Pentagon, he is surrounded by 

, warmly admiring staff, among whom 
ye men who have been with him for 
vears, They include Lieut. Col. Chester 
8. Hansen, who, with a flair for phrases, 
helps prepare the General’s_ speeches. 

Problems. Within the framework of 
unification, General Bradley finds that 
the Army itself offers a number of prob- 
lems, chiefly that of man power. When 
he took over, his Army numbered 538,- 
00 men, Nearly half were on occupa- 
tion duty abroad. Many more thousands 
were tied up in various Army chores. 
General Bradley found few soldiers left, 
about one and one-third divisions ready 
to take the field. 

The General estimated that, if war 
should come, he would need 1,080,000 
men for a minimum of immediate mis- 
sions. Congress gave him authority to 
build up to 790,000 men by next June 
30, and the present strength is about 
680,000, with 219,000 abroad. Most of 
the recruits since spring are still in 
training, so that Army men debate 
whether combat capability has been 
much increased, But there is agreement 
that General Bradley is well on the way 
toward increasing it. 

The draft has helped, but also has been 
a disappointment, Under Selective Serv- 
ice, the General was promised a maxi- 
mum of 837,000 regulars plus 110,000 
18-year-olds serving for one year. The 
draft had to be cut back, however, under 
President Truman’s $15,000,000,000 
ceiling, 

Humanization. General Bradley is in- 
sistent about “humanizing” the Army, 
not just to draw recruits, but because he 
firmly believes in the idea. He does not 
want his enlisted men pushed around by 
martinets. He wants them given decent 
human consideration, with a maximum 
attention to the men as individuals. 

The General has drilled the idea into 
ttoop commanders and noncoms in his 
visits to Army posts, Brig. Gen. Charles 
T, Lanham is especially assigned to travel 
from post to post, inculeating the new 
doctrine, There are recalcitrants who for 
tradition’s sake cannot or will not under- 
stand the General’s plan. They are being 
weeded out, and reports indicate that the 
old system is beginning to yield. 

Thus, the General is rounding out his 
career in a new role—a military man, but 
on? who is affecting history by the aban- 
donment of many of the modes of think- 
ing and talking and doing long associated 
with the military, 
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THE BOOKISH GENERAL: HE WAS EFFECTIVE IN THE FIELD 





BRIG. GEN. CHARLES LANHAM LIEUT. COL. CHESTER 
... his aides are drilled on ‘“‘humanizing” the Army 
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Special Report 


World demand for goods 
“made in America’ is dropping 
off. U.S. is selling a third less 
abroad, and spending 30 per 
cent more for imported goods. 

Shortage of dollars in Latin 
America is a big reason for de- 
cline in exports.. Production rise 
in Europe enters in, too. Countries 
now are making their own goods, 
depending less on U.S. output. 


The outside world is no longer as 
interested as it was in U.S. goods, 
even when this country is giving the 


goods away. Buyers within the United | 


States, however, are spending more 
dollars for things other countries have 
to sell. 

Exports of goods from the United 
States to countries abroad have been de- 
clining for more than a year. The decline 
appears in a wide range of products, and 
has been deep in the case of many. In 
part, it grows from the efforts of other 
countries to limit what they buy here. In 
part, it reflects a revival of industries in 
those countries. No longer is a flood of 
steel, lumber, trucks or automobiles from 
this country moving abroad. Much U.S. 
food sent overseas now is having to be 
given away. 

Businessmen in foreign countries, on 
the other hand, are finding many new 
customers in the United States. Ameri- 
cans are buying more British cars, more 
whisky from Britain, more linens from 
France, more raw materials from many 
parts of the world.:Germany is beginning 
to sell goods here again. So is Japan. 

This shift of trade is shown in over- 
all totals by the accompanying chart. 
Sales by the U. S., in dollars, are running 
about a third less than they were in the 
late spring of 1947. In volume, the de- 
cline is not quite so great, because export 
prices have eased somewhat. At the same 
time, buying by this country, measured 
in dollars, is up 30 per cent, compared 
with a year ago. 

The margin of exports over imports 
has narrowed from an average of $912,- 
000,000 a month in the spring of 1947 
to an average of $410,000,000 for the 


extensive research on a problem of oy 
standing importance in National Affair) 


WORLD BUYING LESS FROM U.S. 










Sales Falling in Spite of Marshall Pla} 


four months ending with October, 1948. 
A big part of the export margin is be- 
ing financed with Marshall Plan money. 
As a result, the dollar shortage in many 
areas is not nearly so acute as it was. 

U. S. exports are increasing to sev- 
eral of the European countries—Britain, 
Norway, Belgium, Switzerland and 
Greece—as the Marshall Plan gains 
momentum. Sales to Japan, India and 
South Africa also are up. However, in the 
case of 32 other countries, including 
Canada and all of Latin America, goods 
are being sent from the United States in 
smaller volume than a few months ago. 

Britain, in the third quarter of this 
year, bought U.S. goods at an annual 
rate of $696,000,000. That was 34 per 
cent higher than in the second quarter 


of this year, but 38 per cent below ¢, 
rate that prevailed in the third quarte 
of 1947. 

Tobacco accounts for most of the Tise 
in exports to Britain. Shipments of jy & 
dustrial machinery also have increase 
but substantial declines are reported j 
shipments of grain, petroleum, cotty 
goods, dairy products, chemicals, gay. 
mill products and copper products, 

From April through October, Brit 
received Marshall Plan goods from 4) 
sources valued at $412,000,000. Upt 
mid-November, additional purchase a 
thorizations totaled $654,000,000, by 
of this amount, only $146,000,000 wa 
for procurement in U. S. 

France took 40 per cent less of U.s 
goods in the third quarter of this yey 





U.S. Trade Balance: 
The Narrowing Gap 
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than in the preceding quarter. She was 
‘.¢ from this country at an annual 
rate of $424,000,000, the lowest since 
the end of the war. 
The biggest reason for the decline in 
exports to France is the increase in 
French production. With food supplies 


| in France increased, U.S. grain exports 
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to that country fell from a rate of $236,- 
900,000 a year in the second quarter to 
arate of only $37,000,000 in the three 
months that followed. Other goods ex- 
ported in reduced dollar totals included 
industrial machinery, petroleum, steel- 
mill products, and merchant vessels. 
Marshall Plan goods shipped to France 
m April through October totaled about 
Through authorizations 
approved up to mid-November, France 
is preparing to buy an additional $720,- 
900,000 worth of goods, of which $592,- 
000,000 is to be procured in this country. 
Italy also is buying less from this 
country. For the third quarter of this 
vear, her purchases were at an annual 
rate of $288,000,000—down 22 per cent 
from a year earlier. Declines are sharp 
in grain, coal, steel-mill products, tobacco, 
and merchant vessels, but cotton shows 
a large increase. Besides the Marshall 
Plan “goods valued at $91,000,000 re- 


fro 





~Standard Oil Co., N. J. 
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ceived by the end of October, Italy has 
been authorized to buy $274,000,000 
more, of which $204,000,000 worth is to 
be purchased in the United States. 

Germany is getting U.S. goods in 
bigger volume than any other European 
country. For the third quarter of 1948, 
shipments were at an annual rate of 
$878,000,000. This represented a drop 
from the $958,000,000 rate in the second 
quarter of this year, but an increase over 
the rate of $712,000,000 a year ago. 
Relief items comprised the bulk of the 
goods shipped. Grain alone was being 
sent at a rate of $642,000,000. 

In contrast to the heavy-flow of U.S. 
goods to parts of Europe, there have been 
sharp declines in exports to some coun- 
tries of the Western Hemisphere. 

Mexico, for example, in the third 
quarter of 1948 bought the smallest 
dollar total of U.S. goods in more than 
two years. Her buying in that period was 
at an annual rate of $483,000,000, com- 
pared with $655,000,000 in the last 
quarter of 1947. Exports of machinery, 
steel-mill products and automobiles to 
Mexico were less than in the previous 
year, but petroleum shipments were 
increased. 

Brazil also has reduced her buying 
from the United States. Third-quarter 
exports to Brazil were at an annual rate 
of $425,000,000, lowest in two years and 
19 per cent below a similar period in 
1947. Shipments of industrial machinery, 
automobiles, electrical machinery and 
steel-mill products all have fallen off, 
while exports of grain, petroleum, agri- 
cultural machinery and medicines have 
gained. 

Argentina bought U.S. goods in the 
third quarter of this year at an annual 
rate of $229,000,000, which was little 
more than a third of the rate that pre- 
vailed in the last quarter of 1947—$716,- 
000,000 on an annual basis. Shipments 
of industrial machinery, automobiles, 
steel-mill products, electrical machinery, 
agricultural machinery and merchant 
vessels all showed declines. 

Among the world’s importing nations, 
Latin-American countries have had the 
most serious dollar shortage in recent 
months. This has not been greatly re- 
lieved by Marshall Plan procurement, 
which, up to the end of September, 
amounted to only $42,000,000 and sup- 
plied dollars for less than 3 per cent of 
Latin-American purchases in this country 
in the same period. Argentina, for ex- 
ample, up to mid-November, had been 
asked to supply less than $3,000,000 in 
Marshall Plan goods. The general dollar 
shortage has forced a sharp cut in the 
buying of U.S. products. 

Canada, however, has reduced her 
buying only slightly and still is by far the 
biggest customer of the United States. 
Shipments to Canada were at an annual 
rate of $1,937,000,000 in the third quar- 
ter of this year—2 per cent less than in 


the preceding quarter and 4 per cent less 
than in the third quarter of 1947. In- 
creased exports of coal and petroleum 
nearly offset reductions in most other 
commodities. Now, with many import 
restrictions removed, Canada is expected 
to become an even bigger market for 
U. S. goods. 

Altogether, sizing up the export pic- 
ture by commodities, substantial gains 
have been made in shipments of grain, 
tobacco and petroleum. But these have 
been much more than offset by declines 
in cotton goods, synthetic textiles, chem- 
icals, iron and steel products, merchant 
vessels, electrical machinery and autos. 

U. S. imports, at the same time, have 
been rising in dollar totals. Actually, the 
physical volume of goods brought into 
the United States was about the same 
in the third quarter of 1948 as in the pre- 
ceding three months and 7 per cent be- 
low the record quantity imported in the 
first quarter of this year. Higher prices 
account for the increase in total dollars 
paid for goods brought in. 

Purchases from Canada have in- 
creased most. During the third quarter of 
1948, they were at an annual rate of 
$1,638,000,000, up by 15 per cent over 
the second-quarter rate and up by 52 
per cent over that for the third quarter 
of 1947. Much of the increase has been 
due to liberalization of meat-export con- 
trols by Canada, which has resulted in a 
gain of 88 per cent in total U.S. meat 
imports. 

Buying from Europe, in the third 
quarter of this year, was at an annual 
rate of $1,086,000,000. This was 27 per 
cent more than in the corresponding 
period of 1947. German goods were com- 
ing in at the rate of $41,000,000. 

Imports from Asia were 50 per cent 
higher than a year earlier. These in- 
cluded goods brought from Japan at a 
rate of $73,000,000 a year. 

Latin America, on the other hand, 
has been sending 20 per cent less goods, 
compared with a year ago. 

On a commodity basis, imports of 
petroleum, paper, wool, wood products, 
fruits, cotton, meat, fish and ferroalloys 
have risen to record dollar levels. Coffee, 
jute, cocoa, vegetables, oilseeds and tin 
were imported in smaller quantities in 
the third quarter of this year than in the 
second, but, of these, only jute showed 
a decline from the corresponding period 
of 1947. 

A further increase in import spend- 
ing is expected in at least the first half of 
the coming year. Economic recovery 
abroad is making more goods available. 
As long as business activity in the United 
States remains high, these supplies will 
be attracted to U.S. markets. Exports 
from this country also may turn upward 
in early 1949. But they are not expected 
to equal the i947 rate, even if a sub- 
stantial program of military lend-lease is 


launched. 
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Pay raise, Round 4, is not to 
come easily. Union leaders are 
finding an automatic increase is 
not there for the asking. 

Management, with business 
less certain, is tending to resist 
pay demands. Resistance may 
stiffen when showdown comes. 

Big strikes are not likely as 
things stand. Jobs are harder to 
get. Some unions prefer lower 
prices to bigger pay checks. 


Labor's campaign for a fourth round 
of pay raises is running into trouble 
before it really gets started. Getting an 
increase apparently is not to be as easy 
this time as in earlier rounds. 

Looking ahead, troubles seem to be 
piling up for union leaders who are plan- 
ning to demand another wage increase 
during the next vear. Business is not 
quite as good as it was in previous rounds, 
and it may get worse in some lines be- 
fore the showdown comes in major in- 
dustries. As shown in the accompanying 
timetable, many big industries are not 
due for a settlement on wages until June 
or July. 

Employers in most cases are expected 
to resist pay demands strongly when the 
showdown arrives this time. Price com- 
petition is returning in consumer lines. 
Pay increases, if given, usually will force 
a squeeze on profit margins or force more 
economy in use of labor. 

Union leaders are likely to adopt a 
more cautious attitude toward the fourth 
round, especially in industries that are 
cutting production. Some union officials 
are stressing that they would prefer price 
reductions to wage increases. A few 
unions are passing up the current round 
without filing pay demands, or are ac- 
cepting small raises. 

Workers probably will be more re- 
luctant to go out on strike than they 
were earlier in the boom, when jobs were 
easier to get. Increasing layoffs in indus- 
try are making workers more anxious to 
hold on to jobs they have. (For more on 
unemployment, see page 11.) 

Members of Congress will be watch- 
ing the next round of pay talks. A series 
of big walkouts could inspire stronger 
controls over strikes at a time when 
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WILL THERE BE A FOURTH ROUND? 


Pay-Rise Demands Running Into Resistane 





reopening clauses: 
January 


Jan. 15—Cotton textiles, rayon: Effective 
date for wage changes in CIO Textile 
Workers contract with Northern mills. 

Jan. 31—Lumber: AFL Carpenters agree- 
ments with Pacific Northwest firms ex- 
pire. 


February 


Feb. 1—Woolen, worsted textiles: Effective 
date of wage adjustments in both CIO 
and AFL textile-union contracts. 
Cotton textiles: CIO agreements with 
some Southern mills allow adjustments 
on wages after this date. 


March 


March 31—Lumber: CIO Woodworkers con- 
tracts expire in Pacific Northwest. 


April 

April 1—Electrical equipment: CIO Electrical 
Workers contract with Westinghouse 
opens on wages; contract with General 
Electric opens any time. 

April 14—Rubber: Firestone agreement 
with CIO Rubber Workers opens on 
wages after this date. 

April 17—Rubber: Goodyear contract with 
CIO opens after this date. 


May 

May 1—Rubber: U.S. Rubber agreement 
with CIO opens after this date. 

Glass; CIO Glass Workers contracts 
expire. 

May 29—Autos: General Motors contract 
with CIO United Auto Workers gives 
3-cent raise automatically, without 
negotiations or strike. 


TIMETABLE FOR NEXT ROUND OF WAGE TALKS 
A timetable for the next round of wage talks in major industries now can be 
compiled. It indicates that June and July are showdown months in several big 
industries: Negotiations are to take place before deadline dates in most cases 
but settlements often are not reached until just before the deadline. Following 
are the contract-expiration dates or the effective dates for wage changes under 


te 


In| May—Aluminum: Aluminum Co, of 
America contract with CIO Steelwork. 
ers allows wage talks. 





June 


June 15—Autos: UAW Chrysler contract 
opens after this date; Hudson contract 
opens on wages also. 
Shipping: CIO Maritime 
tracts expire. 

June 23—Shipbuilding: CIO Shipbuilding 
Workers Bethlehem Steel contract 
expires. 

June 25—Rubber: Goodrich contract with 
CIO Rubber Workers expires. 

June 30—Soft coal: United Mine Workers 

contract expires. 
Oil: CIO Oil Workers contracts with | 
Sinclair and Standard Oil of Indiana | 
expire, 
Nonferrous Metals: CIO Mine. Mill and | 
Smelter Workers contracts with several | 
firms expire. 


Union con- 


July 


July 1—Oil: CIO Oil Workers contract 
with Pan-American Refining expires. 
Autos: Nash-Kelvinator contract with 
UAW opens on wages. | 

July 15—Autos: UAW contract with Ford | 
expires. May provide auto-industry test, 

July 16—Steel: CIO Steelworkers can 
strike on wages after this date. 


August 


Aug. 11—Meat: CIO contracts with Ar 
mour and Swift expire; also Swift-AFL 
contract. 

Aug. 23—Farm equipment: 
Harvester contract with 
Workers expires. 


International 
CIO. Auto 











unions are trying to get rid of such re- 
strictions. 

The net result, then, may be an end 
to the postwar system of rigid wage pat- 
terns forced upon basic industries. Union 
leaders may find that they have to vary 
their settlement figures, industry by in- 
dustry, depending upon business condi- 
tions in the particular field. If raises are 
granted, they are likely to be smaller than 
in earlier rounds, which paid off at 18%, 
15 and 13 cents, respectively. 

A new flexibility in wage settlements 
seems to be indicated by the variations 
in business outlook between industries. 
Where demand for goods is to remain 


high, prices and profits may support a § 
modest raise in Round 4. But, wher fF 


production is cut for lack of sales, union 


will run into serious trouble if they insist 


upon another pay raise. 


Cost of living as an argument for new 
raises may lose some of its power in th } 


next series of negotiations, now thi 
living costs are tending to decline slightly 
or at least to stabilize. 

This tendency to improve the purcha 
ing power of the worker's wage dollars 
expected to reduce the rank-and-file 
pressure for another raise. Some umldl 
officials already are emphasizing this 
phase of the inflation problem. 
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HENRY FORD Il 
The wage angle: is another pay increase ‘‘inevitable’’? 





“0 act 
an failed.” He declared: “Labor is not con- 
templating a wave of strikes the effect 
of which would be to paralyze either 
any substantial portion of our economy 


lower prices are being stressed by 
these officials as the best goal for labor. 
Reducing prices is the official policy of 
the CIO and AFL also, as expressed in 


mn Con 


uilding 


ontract |eonvention resolutions and speeches. or the nation as a whole.” 
ees Opposition to pay demands was Purchasing power—not wage rates— 
las stated by Charles J. MacGowen, presi- is viewed as the big issue of the next 
Vorkers |fedent of the AFL Boilermakers Union, in round by Walter P. Reuther, president of 
arecent speech. Mr. MacGowen advised — the big CIO United Auto Workers. Mr. 
ts_ with his fellow unionists against seeking fur- Reuther has stated that the UAW would 
— ther raises. “Instead of agitating ... for rather see the worker’s purchasing power 
(ill and |Pa fourth round of wage increases,” he improved by a_ general reduction of 
several |Pisaid, “it is my opinion that the entire prices than by new wage increases. He 
'Pcitizenrv should concentrate on achieving wants a substantial roll-back of prices, 
areduction of prices to defeat the inflation- on the ground that they have far out- 
ontract | Pary spiral and to stabilize our economy.” — distanced wages. 
vires. A warning against strikes also was Mr. Reuther, however, apparently does 
t with |Pissued by Mr. MacGowen, He said that not expect prices to drop enough for 
h Ford | pleaders of labor “know that the strike UAW to pass up wage demands entirely 
test. |feweapon, like the atom bomb, should only — in Round 4. UAW economists are work- 
rs cat |fbe used when every other medium has ing on briefs to support new demands. 
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JOHN W. GIBSON 
The price angle: is a leveling of prices preferable? 
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Avoiding strikes, if possible, will be 
a goal of his union, Mr. Reuther indi- 
cated. He said that he hopes a round of 
strikes over pay demands can be averted 
this time. “It all depends,” he said, 
“whether industry will step up and meet 
its responsibility and the needs of the 
worker.” 

The price angle was stressed in a 
recent speech by John W. Gibson, As- 
sistant Secretary of Labor. He said that, 
if the present leveling of prices continues, 
labor relations will be more peaceful. He 
declared that labor takes the position 
that it would rather increase purchasing 
power by lowering of prices than by 
raising wages, 

Wage and price controls are called 
a possibility in a warning just issued by 
the National Federation of Salaried 
Unions, an organization of white-collar 
unions not affiliated with AFL or CIO. 
The Federation predicts that fourth- 
round pay increases will be followed by 
price rises and a new inflationary spiral. 
“Control of both prices and wages may 
be the only way to save the country from 
economic disaster,” the Federation warns, 

Thus, labor is showing a tendency to 
play down its wage demands, at least for 
the time being. Barring a major business 
setback before mid-1949, however, the 
unions are expected to file demands in 
most industries. 

Industry by industry, the wage pic 
ture currently looks like this: 

Steel, often a pace setter on wages, is 
scheduled to start negotiations about mid- 
June, under a wage-reopening clause that 
permits a strike. The heavy demand for 
steel tends to support CIO Steelworkers 
in a pay demand, but the industry is like- 
ly to be under pressure to hold the price 
line. A further rise in steel prices might 
disrupt consumer-goods industries that 
already are worried ever prices. 

Autos are another industry that still 
has a big backlog of orders and thus may 
be in a position to grant wage increases. 
UAW seems ‘to be making the Ford 
Motor Co. its chief *::get for this round, 
and probably will not push its negotia- 
tions with Chrysler Corp. until the Ford 
agreement expires on July 15. Henry 
Ford Il, presicent of the Ford Co., has 
stated that a new pay .ncrease seems to 
be “inevitable,” and predicted that prices 
also will rise. UAW’s contract with Gen- 
eral Motors Corp. runs until 1950. It 
adjusts pay up or down according to the 
official consumer-price index, but also 
provides for an automatic increase of 3 
cents next May. 

Electrical-equipment manufacturers 
are facing cutbacks in production because 
of sales resistance being met on some 
products. This industry appears to be 
preparing to oppose wage increases on 
the grounds that it cannot afford further 
price rises. 

Coal is heading into a showdown over 
the issue of a shorter work week. John 
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IF YOU WANT HANDSOME 
HEALTHY-LOOKING HAIR. 


X 


Wake up, men! Remember water is no 
hair tonic. And don’t keep on plaster- 
ing your hair down with sticky, gooey 
products which cover hair and scalp 
with a dirt-catching ‘scum.’ Use Kreml 
—a distinctly different hair tonic. 
Kreml grooms hair so naturally with 
a handsome lustre yet never smothers 
hair—never clogs pores with greasy 
goo. Great to remove dandruff flakes. 
Kreml] keeps your hair—scalp feeling 
as delightfully clean as the day you 
washed it. Change to miracle-working 
Kreml today! 





Sar Tortte 


A product of R. B. Semler, Inc. 
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Later Week 








a 

L. Lewis wants a six-hour day and a_ industries later on, if it works in coi fihat a fe 
five-day week in place of the present Some Government officials appe, mney 
40 hours, but at the same take-home pay. have the same idea as Mr. Lewis, nd mak 
The industry may compromise on a some-___ the available work should be shared) > Long: 
what lower take-home for a shorter week. the workers in an industry whey noffthe othe 
The problem here is overproduction. duction slackens. Thus, the Coal iim and fo 

Clothing unions have withheld wage dustry will be watched for a poss bay wee 
demands because of declining business pattern. a fr 
prospects in the industry. The AFL What Mr. Lewis proposes for «Bi yich ix 
Ladies’ Garment Workers recently re- is a general sharing of available Workillithe aver 
newed contracts without increases. CIO time among all members of his union, 4 or luncl 
Clothing Workers held off filing demands _ says he will not permit one part of 4 be Mr. 
although contracts permit a wage reopen- industry to lay off United Mine Wotke lis he 
ing at this time. Instead, union officials members while others are working a filirhis cor 


week in other pits. If only three days but cont 
work, as an industry average, is availabl ide to C 
meet production needs, then \\ 


called for a lowering of prices. 
Shipping firms on the East Coast have 
just settled with CIO Maritime Union for _ to 








a raise of $3.50 a month for sailors. This Lewis would have all miners on a th a 
is a fraction of the 15 per cent raise day week. oe 
demanded by the union. A strike threat In hard coal, something like this; ae 
was issued by the AFL Sailors Union in going on at present. A four-day yo ah 
support of demands for pay raises on week is proposed in the industry to ma ae 





West Coast lines. A settlement without a a new low quota for production just ei, keep 
walkout is expected here also. These by an industry committee. This qp, ie af 
unions were not involved in recent ship- mittee, on which both the operators ay) perator 
ping strikes. Rent union are represented, fixed a quota (EA con 
The outlook, thus, is for continued 723,000 tons a week as the total for ( aad t 
activity on the wage front in months just hard-coal industry in Pennsylvania, § he Law 
ahead. Unions are to go on filing their three-day week is a possibility, if pp a cher 
demands, but, if business continues to duction cuts continue in these mines, jelops. 


In soft coal, operators never hay 
been able to agree to a similar progah 
for curtailing production or reducing thi ‘PRO 
work week to meet a declining mare 
for their product. Mr. Lewis has state INL 
that the union will force the progaff 


weaken in various industries, labor is due 
for trouble in making demands stick. 


COAL-INDUSTRY TEST 


FOR WORK SHARING upon the operators when the need arise ae 

A formula for handling unemployment however. ” r, . 
apparently is due for a showdown test in As a stopgap measure, Mr. Levi Se The 
the coal industry in months just ahead. might be able to reduce the present lag a p C 
The formula, advanced by John L. _ stockpiles of coal by declaring a holidy el ‘ 
Lewis, calls for a shorter work week as a period. Some coal operators have be# ry _ 
substitute for layoffs. This idea might predicting that such a step would kk aug? 
get Government backing for use in other — taken by the union, while others contesd oer 
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COAL STOCKPILES ARE LARGE 
To shrink them—a union holiday? 
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a 
ks in cqiffmat a few weeks of cold weather will cut 
Appear ifigown the coal stocks to a normal supply 
Le Wis~ihy nd make union action unnecessary. 
shared fe long-range plans of Mr. Lewis, on 
When polite other hand, seem to include a de- 
> Coal iff and for a six-hour work day and a five- 
@ posiliffigay week. This would mean a cut of two 
jours from the present daily schedule, 
©S for clf-hich includes an hour of travel time on 
le Workin re average and a paid half-hour period 
Union, AM; lunch. The shorter schedule is due to 
vart of tye Mr. Lewis's major contract demand 
© Workeivhen he rewrites his soft-coal agreement. 
king afThis contract runs until June 30, 1949, 
ee days Mit contains a loophole permitting either 
5 availabklMide to cancel it on 60 days’ notice. 
then \\ fe take-home pay, under Mr. Lewis's 
ma thre proposal, would be the same for 30 hours 
Hi work as for the present 40-hour week. 
ike thi ifMyo base rate now brings $60.25 weekly, 
day wot though many miners get more through 
y to matt ertime or piecework rates. Any attempt 
mn just ho keep the same weekly pay for less 
This om Work would be resisted strongly by the 
rators afi perators. 
| quota A compromise, in the end, is ex- 
tal forth Hected to be worked out, however, and 
Wania ihe Lewis formula may be applied later 
y> i pH, other industries if unemployment de- 
mines. 
aver hay 
r progran 


vce if PROSPECT OF DELAY 
us ssf IN LABOR-LAW VOTE 


prograr 
ed arises 


yelops. 


_— 


) Administration officials apparently will 
not be able to make good on their prom- 
ise of an early repeal of the Taft-Hartley 
Act. The prospect now is for a long strug- 
gle in Congress over that issue. What the 
inal outcome will be remains in doubt. 

Union strategy aims at getting the 
Present law off the books as quickly as 
possible, with immediate restoration of 
the Wagner Act in its original form. 
Labor leaders say that they then will be 
Pilling to discuss possible changes in the 
. aes Act provisions. 

} Opposition to that program is to be 
) pSttong in Congress, however. Many mem- 

gbers indicate that they want to delay ac- 
tion on the Taft-Hartley Act until they 
mean write a new law restricting some 
ype of union activity. Other members 
vavor keeping the Taft-Hartley Act vir- 
tually intact. All these proposals will 
mean lengthy hearings before commit- 
pees of the Senate and House and, 
probably, considerable debate in both 
houses. 


fr. Lewis 
sent larg 
a holiday 
ave beet 
vould be 
S contené 


yA delay of four or five months thus may 
gbe required before Congress comes to a 
Hina showdown on the Taft-Hartley Act. 
hog leaders are anxious to avoid delay. 
thes want the Act off the books before 
; Pa decisions against unions are handed 
pwn, But this strategy apparently is to 
Bail, even if it gets strong support from 
F the Administration. : 
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Introducing a New Product? 


—or rejuvenating 
an old one? 


Sraclladte 


Hundreds of manufacturers who are introducing new 
products, or rejuvenating old ones, have found it pays to 


call in a Gaylord sales representative right at the start. 


From his wide experience and the facilities at his com- 
mand, he’ll be able to help your executives create a 


colorful, modern package that will sell your product. 


And he can help you to build and hold customer good 
will through the use of shipping containers that assure 


delivery of your product in good condition. 











Call the sales office nearest you 


GAYLORD CONTAINER CORPORATION, General Offices: ST. LOUIS 


New York « Chicago « San Francisco « Atlanta « New Orleans « Jersey City 
Seattle » Indianapolis « Houston « Los Angeles « Oakland « Minneapolis 
Detroit « Jacksonville « Columbus + Fort Worth - Tampa « Cincinnati « Dallas 
Des Moines « Oklahoma City + Greenville « Portland + St. Louis « San Antonio 
Memphis-+ Kansas City « Bogalusa « Milwaukee - Chattanooga + Weslaco 
New Haven « Appleton « Hickory « Greensboro « Sumter « Jackson « Miami 
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his scaled-down world 


counterparts in real life, are made § 


The world he lives in is a Lilliputian 
version of the larger one he’ll enter 
when he grows up. And the glittering 
new toys that make his eyes pop 
when he takes his first look at the 
Christmas tree are often copies in 
miniature of the real-life objects that 
stir his imagination. 

In the toy automobile that scoots 
over the rug he foresees the grand 
one he’ll own in the golden days to 
come when he’s a man. The bridges 
and buildings that he painstakingly 


puts together from his construction set 
are forerunners of the ones he’s going 
to build in years ahead when he’s an 
engineer. And he can practically see 
himself at the throttle of a streamliner 
that in everything except size is a rep- 
lica of the one that’s racing across 
the living-room floor. 


Many of these toys, like their 


Ete 


steel. Steel is likewise the mainstay 
of other playthings that help to fll§ 
his active, helter-skelter days—hi 
roller and ice skates, sled, tricyck, 
express wagon, scooter. 

Steel is strong, adaptable, goo 
looking, easy to shape, comes in malj 
different forms. It brings to childres 
myriad toys and playthings that add 
fun and interest to their lives 
as it plays so large a part in the ful 
size, grown-up world of their elder 


BETHLEHEM STEEL 


SERVES THE NATION 





Trend of American Business 
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Washington, D. C. 
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Declining trend in retail trade, noted since October, is a sign that price 
* inflation may be ending. Question is whether it also means a business setback. 
Retail trade is an important gauge of general business health. If trade 

’ drops off steadily, cutbacks in output and in employment eventually follow. 

: Trade gains since 1946, however, have been price gains, not gains in the 

* amount of goods sold. In fact, people were paying about $23,000,000,000 a year 
more in October for the same volume of goods that they bought in August, 1946. 

a That situation--where customers keep paying out more money and get no more 
for it--appears to be definitely ending. Most signs point to lower retail prices 
" in the period ahead. The unanswered question, however, is whether declining 
prices mean sharp declines in production and in the number of workers. 
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Retail-trade outlook at the moment is that the dollar volume of trade will 
continue high by all previous standards, although the trend may be downward. 

Retail sales in 1948 are expected to reach $130,000,000,000. That will be 
the eighth consecutive annual record. It will mark a $12,000,000,000 gain over 
the dollar volume of trade in 1947 and will be nearly treble 1940 volume. 

Sales outlook for 1949, despite Christmas-trade disappointment, is that 
consumers will spend almost as much money in retail stores in 1949 as in 1948. 

Big difference in the two years is that the sales trend in 1949 may be down- 
ward from an unusually high level, whereas the trend through most of 1948 was up- 
But, when books close on both years, trade may be almost the same. 











- ward. 
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Basis for trade prospects is the outlook for personal income next year. 
Consumers have been spending about 65 per cent of their income, after taxes, in 
‘retail stores. Personal income, after taxes, now approximates $200,000,000,000 
a year and is rising. That should mean retail sales for the first half of next 
year, at least, at a rate of $130,000,000,000. That's a large dollar volume. 


Trade prospects vary for different types of retail stores, however. 
Automobile dealers can expect to sell more new cars in 1949 than in 1948, 
probably at higher prices. Parts business may decline. So may filling stations. 
Total auto sales at retail may reach $19,000,000,000 in 1949, up 9 per cent. 
Hardware stores and building-material dealers probably face declining sales 
in 1949, but the decline will start from a very high point. Outlook for the year 
sist thus may be a slight increase over 1948 in total dollar volume. 
of Furniture-store sales also face a declining trend, but, again, the decline 
ee will start from a high level. There will be fewer new homes to furnish in 1949. 
Jewelry-store sales have been dropping since 1946. The drop probably will 
continue. But jewelry sales still are almost double the prewar volume. 

The way appraisers judge the outlook is this: With personal incomes remain- 
ing high through 1949, durable-goods stores can expect to sell a slightly larger 
physical volume of goods than in 1948, and probably at higher prices. So the 
1949 prospect is for durable-goods sales of around $38,000,000,000 next year, 
against an estimated $36,400,000,000 in 1948, a gain of 4.4 per cent. 
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Outlook for dollar sales of nondurable goods is a bit less favorable. 
Apparel stores probably will be selling through the year at slightly lower 
prices than at present. But dollar volume for 1949 may be close to 1948. ‘ 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Food stores probably will maintain present dollar sales as long as income 
Stays high. There is a very close connection between income and food sales. 

Department stores and other general merchandising establishments may sel] 
less in the first half of 1949 than in the last half of 1948, but dollar volume 
for the year probably won't decline much, even if sales peak is passed. 








sales since 1946. That level may be retained through most of 1949. 

Altogether, nendurable-goods sales are expected to be on a downgrade in 
1949. The price rise appears to have ended for most nondurables and that will 
reflect in the dollar volume of sales. But no collapse in trade is indicated, 
Because prices now are high, outlook next year is for nondurable-goods sales of 
close to the 1948 estinic' >? level of $93,300,000,000 even with price drops. 


Before Congress gets around to writing a tax bill, a number of new tax plans 
are likely to be considered. Two plans now are getting some study. 

Partial income tax exemption for dividend payments is one suggestion. 

Basic tax idea of this plan is to exempt stockholders from paying a tax op 
that portion of dividends that exceeds 50 per cent of corporate earnings. 

For instance: If a corporation earns $1 a share and pays 75 cents in divi- 
dends, the stockholder would not be taxed on the last 25 cents paid out. 

This plan is being studied by experts for the New York Stock Exchange. The 
theory is that the tax would encourage wider distribution of corporate earnings: 
recognize in part the injustice in double taxation of dividends; stimulate in- 
vestor interest in common stocks; eliminate any need for a tax on undistributed 
corporation profits. Incidentally, the tax also might increase revenues, since 
corporations are not now paying out 50 per cent of earnings. 











An undistributed-profits tax also is being suggested for consideration. 
The idea here is to tack on an additional undistributed-profits levy. 

Corporations, under this plan, would be required to pay the current 38 per 
cent normal and surtax, and then pay the additional tax on retained profit. 

Basic idea of this plan is to get more revenue. If corporations retain 
earnings, they would pay an additional tax. If they distribute them, more tax 
would be collected from stockholders as individual income taxes. This levy is 
suggested as an alternative for an excess-profits tax or higher corporate rates. 

Right now neither of these taxes is getting very strong support. But it is 
well to be aware of tax planning. The "pay as you go" income tax and the split- 
income provision sprang from similarly quiet suggestions for tax study. 








Supply contracts, made on a cost-fee basis for the armed services, are to 
be governed by different cost-accounting principles on and after February l. 

New principles state what costs will be allowed and what costs will not be 
allowed on armed services' contracts that provide cost reimbursements. 

New allowances include cost of State income taxes, use and occupancy insur- 
ance and ordinary loca. charity contributions made bv the contractor. 

Advertising allowances also are broadened. Contractors now may regard 
help-wanted ads, advertising to dispose of facilities or scrap and advertising 
in trade and technical journals as allowable costs. Trade advertising is lin- 
ited, however, to matters relating to products connected with the contract. 

New cost principles will become part of the Joint Procurement Regulation, 
issued by the Munitions Board. Final draft, however, is not yet completed. 














New and tighter controls over business are becoming less likely. 

Control program suggested by the Commerce Department probably is all that 
Congress will accept. Actually, it's probably all the Administration wants. 

Commerce program calls for continued voluntary allocations of steel; export 
controls, imvort controls in fats, oils, tin; distribution controls on tin and 
antimony; transportation controls. There is nothing new in these. 
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INDICATORS OF BUSINESS ACTIVITY 


Business activity is still strong, but 
prices are wavering and soft spots 
seem to grow worse. 

Steel operations are holding at 100 
per cent of capacity. 

Factory output declined to 202.6 on 
the indicator below in the week 
ended December 11, from 203.4, 
but was still near its postwar high. 

Auto output set a postwar record of 
125,182. 

Department-store sales rose to 321] 
on the indicator for the week ended 
December 11, and were 2 per cent 
above a year ago. November sales 
were 5 per cent below a year ago. 

Prices of 28 sensitive commodities fell 
to 296.4 per cent of 1939 on the 
Bureau of Labor Statistics index on 
Dec. 15, lowest since May, 1947. 

Wholesale prices dropped to 163 
per cent of 1926 on the BLS index, 
lowest in seven months. Farm 
products, foods, textiles were lower. 

Soft spots in manufacturing can be 
measured by changes in unem- 
ployment and average weekly hours 
worked, Net result lias been a drop 
of more than LO per cent in man- 
hours worked from February to 
September in shoes, cotton textiles, 
and woolen and worsted textiles. 

Year-to-year comparisons of busi- 
ness activity are growing less tavor- 
able. Though due largely to the 
abnormal bulge in activity late in 
1947, the less favorable showing 
this year is causing uneasiness. 

Bank loans to business fell to $15,- 
459,000,000 at reporting member 
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banks in the week ended December 
> 8, the fourth straight decline. The 
rise from June to December was less 
than half that a year ago. 
Carloadings of manufactured goods 
ran 5.7 per cent below a vear ago 
in the week ended December 11. 
They were equal to last vear as 
recently as the last week in October. 
Electric-power output is rising less 
rapidly than a vear ago. The margin 
above 1947 dropped from 11.6 per 
cent late in October to 7.1 per cent 
in the week ended December 11. 
for construction 
dropping since July. 


Contract awards 
been 


have 

















They were 15 per cent below a year 
ago in November. 

Dwelling units started in November 
fell to 65,000, a seasonal decline of. 
7,000 from October. Starts were 18 
per cent below November, 1947. 

Plant and equipment expenditures 
planned by business and reported 
since the election, shown in the top 
chart, suggest the possibility of a 
downturn in total in 1949. 

Business plans call for record ex- 
penditures at a rate of $20,000,- 
000,000 per year in the fourth quar- 
ter of 1948 and a seasonal drop to 
arate of $17,600,000,000 in the first 
quarter of 1949. The first-quarter 
rate is 5 per cent above the first 
quarter of 1948, but a bit below 
that quarter in physical volume. 

A leveling off, however, has begun 
in expenditures by manufacturing 
and commercial firms. Their dollar 
expenditures planned for the fourth 
quarter of 1948 and the first quarter 
of 1949 are below amounts spent in 
the same periods a year earlier. 

Railroads, utilities and other trans- 
portation companies planned _ to 
spend at a rate of $5,360,000,000 
in the fourth quarter and $4,840,- 
000,000 in the first. Growth of rail 
and utility expenditures will prob- 
ably cushion any drop in spending 
by manufacturing and commercial 
companies. 

Industrial activity, despite weakness 
here and there, is still near a record 
rate for peacetime. The severest test 
since the war may come in 1949. 
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HARD TIMES FOR AMERICAN CITIES 


Costs Higher, but Income Doesn't Keep Py, 


U.S. cities, in financial trouble, 
are reaching out for new taxes, 
new charges to residents, new 
State and federal aid. 

Revenue lags behind expenses. 
Tax dollar goes only half as far 
as 15 years ago. 

Since 1932, cities’ share of 
total tax dollar paid by U.S. 
public has dropped from 24.7 to 
5.7 cents. Federal share has 
climbed from 24 to 74.7 cents. 


At a time when city workers and 
businesses are making more money 
than ever before, city governments 
find themselves in financial trouble. 

City populations are growing. This 
necessitates bigger police and fire depart- 
ments, more schools, more streets, more 
city services of all kinds. Public-works 
projects, delayed by depression, war and 
high prices, are long overdue. Costs of 
operating city governments are up sharp- 
ly, and still rising. 

Yet most cities, relying largely on the 
old real estate tax, are stuck with a rela- 
tively static revenue system. Income fails 
to keep up with demands on city govern- 
ments. 

Other local governments are in about 
the same financial plight. Counties, bor- 
oughs and schoo] districts are up against 
higher operating costs, growing pressure 
for new services, and lagging tax collec- 
tions. 

The result of all this is that cities and 
other local governments are pressing for 
more revenue. Many already have adopt- 
ed new taxes, and other taxes are coming. 
Some are charging for garbage collection 
and other services that used to be free. 
The Federal Government is being urged 
to give cities a lift on the cost of new 
streets, schools and housing. More State 
aid is being demanded for hard-pressed 
cities and counties. 

These proposals were among possible 
solutions discussed by mayors and other 
city officials attending the annual confer- 
ence of the American Municipal Associa- 
tion at Washington, D.C. . 

Behind the crisis is the fact that 
local governments have been losing out in 
the scramble for tax dollars. The result is 
shown in the chart on this page. 
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In 1932, in the midst of the depres- 
sion, cities got 24.7 cents out of every dol- 
lar of taxes that was paid by the U.S. 
public. Other local governments got 28.7 
cents, State governments got 22.6 cents, 
and the Federal Government got 24 
cents. In those days, before the Federal 
Government got started on its vast spend- 
ing programs, the total tax dollar was 
shared almost evenly by the four levels 
of government. 

By 1942, the first year of war, local 
governments had begun to lose out. In 
that year, cities received only 9.9 cenis 
out of each dollar of taxes. Other local 
governments got 10 cents. State govern- 


ments, whose revenues tended to rehe 
the general high economy, got 21.8 cg 
out of e very tax dollar. The Federal () 
ernment, havi ing reached out for Varig 
new sources of revenue, took 58.3 wd 
out of every tax dollar. 


By 1947, the cities’ share had degli, 
to 5.7 cents. Other local governments, 


6 cents. States’ portion of the tax qj 
had dropped to 13.6 cents, which still, 


more than twice as much as the cities oi 


The Federal Government, 


with t 


system geared to take advantage of jj 
national prosperity, got 74.7 cents oy; 


every dollar collected in taxes, 


In dollar amounts, here is what ly 
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ened to tax collections in the 15 years 
patween 1932 and 1947. | 

City collections advanced from 
¢9 65,000,000 to $2,808,000,000. 
“Other local governments collected 
32. 403,000,000 in 1932, and $2,- 
989,000,000 in 1947. 

State collections rose from $1,- 
590,000,000 in 1932 to $6,745,- 
900,000 in 1947. 

Federal collections multiplied 18 
nes, from $2,005,000,000 in 1932 





) Pag 


d to rele tin us 
° Te $37,060,000,000 in 1947. 


t 21.8 come 
ederal(,f These figures represent tax collections 
for vajofftonly. Total city revenue, including fees, 


58.3 cefmcharges and aid from other governments, 
B was $3,300,000,000 in 1947. In the same 
ad decid year, cities spent $3,477,000,000. They 
‘rments oft wound up the year in the red by $177,- 
> tax ddife00,000, and had to make up the differ- 
ich still yeence by borrowing money. 
e cities w Rising city costs explain why reve- 
vith a fine is falling behind expenses. The tax 
ge of hidiedollar goes only about half as far today as 
ents out Mtin 1932 just toward meeting the cost of 
existing services. 
what ka’ Labor costs are up sharply. During 
ithe last 10 vears, city employes’ salaries 
Shave increased from an average of $1,960 
Dolla a year to $3,300. Even so, these workers 
have failed to keep up with the rise in 
cost of living, and new pay raises are be- 
] ping demanded from city governments. 
Material costs are up even more. City 
Scomptrollers figure that, on the average, 
¢ the tax dollar now will purchase only 33 
per cent-as much in the way of supplies 
as it would purchase 15 years ago. For 
want of cash, cities are having to post- 
pone improvement projects that already 
Shave been delayed for years. 
) For example, the city of Los Angeles 
P reports that the cost of asphalt cement for 
Prepairing streets is up 81 per cent over 
{ 1939. Cost of fire hose is up 146 per cent; 
B autos for city use, 136 per cent; trucks, 
»128 per cent; gasoline, 81 per cent; ce- 
/ ment for construction, 85 per cent. 
, Public transportation is becoming a 
f teal burden to cities. Wages and replace- 
JP) ment costs are up sharply. Expansion of 
lines is badly needed in most cities. New 
if) York has doubled subway fares. Chicago 
t Pi has created a traction authority to take 
| over transportation. Other cities are try- 
) ing to refinance streetcar and bus systems. 
tHigher fares are being sought in many 
i cities. 
| Borrowing costs are higher, and some 
; cities have been having trouble in market- 
f 


if ing their bonds. Interest yields on high- 
grade municipal bonds have advanced 
, ' fom an average of 2.19 per cent to 2.45 

fF Per cent since 1946. As an added trouble 
5 lor city governments, voters appear to be 
\f) (ool toward new bond issues. In the 1948 

| Clections, just under half of all the bond 
. ify Sues proposed were rejected by voters. 





A year earlier, voters approved about 95 
y Per cent of all the bond issues proposed. 
| What to do about this financial crisis 
_— the No, 1 problem of U.S. cities. Think- 
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MAYORS’ DELEGATION AT THE WHITE HOUSE 








—Harris & Kwing 


... @ lift for cities from the Federal Government? 


ing at the mayors’ meeting in Washington 
suggests these possibilities: 

Federal aid is being sought by some 
cities. A delegation of mayors called on 
President Truman to urge federal funds 
for 800,000 public-housing units in the 
next five years, more federal aid for 
schools and a bigger share of federal high- 
wav funds for cities. The mayors pro- 
posed that the allocation of federal high- 
way funds for urban projects, now 25 per 
cent, be raised to 50 per cent. 

State aid already is being stepped up, 
and cities are seeking still more. Mayors 
declare that State legislatures limit the 
tax field for cities, and thus have some re- 
sponsibility for helping cities meet their 
growing expenses. Also, they argue that 
some types of tax can be administered 
more efficiently on a State-wide basis than 
on a local basis. 

Income taxes are being collected now 
by 85 local authorities—cities, boroughs 
and school districts. Of these, 79 are in 
Pennsylvania, which has no State income 
tax and where local governments won the 
right this year to levy new taxes on al- 
most anything not already taxed by the 
State. 

As recently as 1946, Philadelphia was 
the only city in the country with a lecal 
income tax. Now the idea is catchmg on 
all over the country. St. Louis, Toledo 
and Louisville, among others, have been 
added to the list. As a rule, the city in- 
come tax is a pay-roll levy, applied 
against all who work in the city. This 
gives the tax an appeal to city govern- 
ments, because it provides a way to tax 
suburban dwellers. 

Sales taxes also are gaining in popu- 
larity. Scores of cities already have levied 
such taxes, some on general sales, others 


on particular goods. One difficulty with 
this solution is that a sales tax is hard to 
collect on a local basis. 

Other taxes that appear to be catch- 
ing on among cities include amusement 
taxes, liquor and tobacco taxes, taxes on 
motor vehicles, hotel bills, utility bills and 
license taxes. Mayors complain that cities 
are hemmed in by State law, which pre- 
scribes the types of tax that cities may 
levy. However, the trend appears to be 
toward a relaxation of such laws, so that 
cities move into many new tax fields. 

Fees of various kinds are being charged 
by cities. Some charge for garbage col- 
lection. Some charge for fire protection. 
Some are raising fees for water supply. 
Some are operating municipal parking 
lots, seeking at once to step up revenue 
and ease the parking problem. 

Tax on U. S. buildings is being urged 
by many city governments. Federal build- 
ings now are free of local taxes. What 
cities want is that the Government pay 
them a sum in lieu of the taxes that would 
be collected on similar property from 
private owners. 

Higher property taxes are being 
ruled out by most cities, although a few 
are increasing the valuations on property. 
City officials fear that further increases in 
the tax burden of property owners would 
drive businesses and individuals outside 
the city limits, thus stepping up the trend 
toward suburban development. 

To the taxpayer, all this adds up to 
a prospect of new tax burdens to help 
finance stricken city governments. This is 
to be true whether cities pull themselves 
out of the hole or get their troubles solved 
bv higher State or federal contributions. 
In either case, the bill is to be paid by the 
U.S. taxpayer. 
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SPEINAI KLERS 


THEY HARNESS FIRES 


The singular feature of the 
GLoBE Automatic Sprinkler Sys- 
tem is that the FIRE _ itself 
brings into action the force that 
extinguishes it. 

It makes the FIRE act to de- 
stroy itself. 
GLOBE AUTOMATIC SPRINKLER CO. 


NEW YORK. . .CHICAGO. .. PHILADELPHIA 
Offices in nearly all principal cities 


THEY PAY FOR THEMSELVES 

















To subseribers who want 


a permanent record of the 





news as it is reported on these 


pages, the publishers will 
furnish at cost cin repro- 
. News & World 


Many ceeaciaate and 


ductions of U. 
Report. 
educational institutions now have 
standing orders for these films, 
thus making all back issues avail- 
able for convenient reference in 


their libraries. 


The issues are photographed 

by volume—26 issues to each 
film—with an index to each vol- 
ume included. The photographic 
reduction takes approximately 
one-twentieth the storage space of 
the regular bound volume, can be 
projected on any standard micro- 


film equipment. 


The 


ords 


price for microfilm rec- 
is $15.00 for one year’s 
issues. Subscribers interested in 
obtaining these films are invited 
to write the Circulation Director 


for further details. 


U.S. NEWS & WORLD REPORT 


Executive Offices 


24th & N Sts. N.W., Washington 7, D.C. 
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What you as a businessman CAN and CANNOT 4, 


as a result of federal court 


MZ YOU CAN now get definite data on 

items of cost that the Government 
will allow and disallow under cost-plus 
contracts with the armed services. The 
Munitions Board issues regulations cov- 
ering new cost-accounting principles that 
will apply to all contracts of this type 
made on and after Feb. 1, 1949. The same 
general principles usually will apply to 
contracts negotiated on a fixed-price basis. 


* * * 


YOU CANNOT expect to be allowed 

an income tax deduction on your 
loss in the sale of assets by a partnership, 
in which you are a member, to a corpora- 
tion whose stock is substantially owned 
by the partners. By refusing to review a 
lower-court decision, the Supreme Court 
leaves in effect a ruling that members of 
a partnership are not entitled to deduc- 
tions for such losses. 


* * * 


YOU CANNOT, in carrying out a 

court order to restore a veteran to his 
old job, deduct from back wages of the 
veteran the amount that he received as 
unemployment compensation under 
the GI Bill of Rights. A federal district 
court decides that GI unemployment 
compensation is a gratuity, and may not 
be used as an offset against back pay 
owed by an employer for failure to re- 
employ a veteran under the Selective 
Service Act. 


* * * 


YOU CAN, as an employer, some- 
times be cited for failure to bargain 
in good faith if you refuse to produce 
wage data requested by union repre- 
sentatives. The National Labor Relations 
Board finds that one emplover refused 
to bargain when he turned down the 
union’s request for data about piece and 
hourly wage rates of certain workers. 


* * * 


YOU CANNOT count on being giv- 

en an extension of time for delivery 
of goods under a Government contract 
unless you notify the Government when 
delivery is delayed by a strike. The 
Comptroller General rules that a contrac- 
tor who failed to inform his contracting 
officer that delay in delivery of materials 
was caused by strikes, as required by 
contract, was not excused from meeting 
the delivery date. 
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and administrative decision, 
iv | YOU CAN deal with the Fede, 


Werks Agency in buying or leas, 
surplus industrial real estate owned}, 
the Government. This agency is taj, 
over the job of disposing of such ony 
erty. All sales and leases must be » 
proved by the Munitions Board, 


* * * 


YOU CAN now obtain a booklet gj, 

ing detailed instructions on prepatix 
your 1948 income tax return. The }), 
reau of Internal Revenue issues a reyip 
edition of its publication, “Your Feder! 
Income Tax.” The 115-page booklet m; 7 
be had for 25 cents from Governmey 
Printing Office, Washington 25, D.¢. 


* * * 


YOU CAN now travel in nine coy. 
tries of Western Europe without ge. 
ting visas. The Economic Co-operatioy 
Administration announces the nine ». 
tions, which are participating in th 
European Recovery Program, have aby. 
ished visa requirements for Americ 
businessmen and tourists. The countri« 
are Norway, Sweden, Denmark, Nether. 
lands, Belgium, Luxembourg, Switz. 
land, Italy and the United Kingdom, 


* * * 


YOU CANNOT expect to get a toy 
refund to cover attorney fees it: 
curred in pressing an earlier claim for 
refund in the same tax case. A circu 
court of appeals rules that a judgment i 
the original case, involving refund 
estate taxes, bars a further claim for: 
refund to cover the fees paid to attorneys 


* * * 


YOU CANNOT count on NLIi 

throwing out the result of a collec 
tive-bargaining election in your plat 
merely because an official union observe: 
at the polls was an active union offic 
The Board rejects the protest of one con 
pany that the presence of a union offici 
at the polls unfairly influenced the voter 


* * * 


YOU CANNOT export lard to Mi 

ico unless you have an order from! 
Mexican Government agency, Naciond 
Distribuidora. The Office of Internatiot 


Trade announces an extension of the 
agreement under which this agency is th 
sole importer of lard to Mexico from th 


United States, 





Conclusions expressed in these paragraphs are based upon decisions and rulings 


courts and Government bureaus. 


In making their decisions, 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News 


courts and bureaus conside’ 
& Worl 


Report, on written request, will refer interested readers to sources of this basic mater 
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oklet op. 

wie: >> The European Recovery Program is running into a flock of troubles, some of 

Bees them new, some deep seated. Spotty conditions are developing in Western Europe. 

r Feder: Business activity in a growing group of countries is reaching a sort of 

let mg plateau. Production progress is Slowing down, flattening out. Countries in 

nee this situation include Britain, the Netherlands, Belgium, Norway, Denmark. 
Inflation in most of these countries seems to have spent its force. 

siantae Prices are topping off or receding. Supplies of goods are more adequate. 

hout get Government finances generally are in better shape than they have been. 

Bien Danger in such countries now is that they will slip into easy complacency. 

+ in th U.S. dole often is what has kept them going. As the dole gets smaller they will 

ave abl have to work harder on their own. Sparking these countries to greater efforts 

pes is a new problem for the Economic Co-operation Administration. 

Nether. 

hoy >> One of these countries--Belgium--is having a new poStwar experience. Bel- 





gium showed the most rapid recovery in Western Europe after the war. But now..... 
A small-scale depression Seems to be setting in. 





ret a tox 
fees it: 
Lim for and metal workers are eSpecially hard hit. 

\ circuit Belgian businessmen are getting cautious. Bankruptcies are mounting. 
oot Credit is getting tight. Everyone seems to be drawing in horns. 

im for a The Government is concerned. Probably credit will be made easier to get. 
ei Basic trouble is that the home market seems Saturated with goods and export 
markets are drying up. Prices for Belgian goods are high--too high for European 
ew pocketbooks. Especially since Belgian francs are scarce in Europe. 

war plan One odd result of this situation is that Belgium now is exporting more 

er steel to the U.S. than to any other customer. And Europe is short of steel. 
shit Short-term solution to Belgium's problem is to come via U.S. aid. The ECA 
n official will put the equivalent of $207,500,000 in the hands of the Belgians. These 

oe funds will be distributed in Belgian francs to neighbors as handouts. That will 


stimulate Belgian exports again. Belgium also is to get a World Bank loan soon. 


Wave of unemployment is piling up, sweeping the country. Textile, building | 
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to Mex 

_ >> Other countries close to Belgium have entirely different problems. 

natio1 Inflation and unrest are the big difficulties now in France, Italy and 

of the Western Germany. These are really old problems. But Washington now is begin- 

ee ning to worry about further recovery in these countries under present conditions. 
France is in shaky condition. The france is plummeting on the black market. 

; Worried Frenchmen are putting what they can into gold, dollars or Swiss francs. 

lings 0 


consider Budget problem is stubborn. Ordinary budget for next year can be balanced 


Wort! 
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only by raking in 50 per cent more revenue. That means much higher taxes. But 
tax evasion is a fine art in France. 

Then there is the extraordinary budget for expanding and modernizing the 
nationalized industries, the merchant marine, the railways. Future progress de. 
pends on that. Major source of revenue for that purpose must be the franc coun- 
terpart of ECA funds. But these can't be committed so far in advance. What's 
more, the ECA would like to see France in better shape before releasing more 
funds. So France is in a kind of vicious circle. 

Italy, like France, suffers from inflation and budget troubles. Prices are 
rising. Confidence in the lira is dropping. Unemployment is rising. Labor is 
restive. Only really stable thing in Italy is the U.S. crutch she leans on. 

Western Germany is heading into difficulties again. Industrial production 
has recovered fast since currency reform last June. But wages now are lagging 
seriously behind mounting prices. Industrial products are more plentiful--be- 
cause few people can afford them. Where prices are controlled--as in farm prod- 
uctS=-Supplies are being diverted into the black market. Strikes and discontent 
unless the inflation can be curbed soon. 

Straightening out internal troubles Seems to be a necessity before these key 
countries in Western Europe can show much more in the way of recovery. These 
troubles are likely to prove the ECA's biggest headaches in the months ahead. 








loom, 





>> Meanwhile, the ECA's tactics are getting a little rougher..... 

The ECA in Washington is cracking the whip with a flourish, as appropria- 
tion time nears. Western European countries, flicked by the whip, are stung and 
resentful. But dollar aid makes them swallow their pride. 

Western European countries are beginning to realize that they are going to 
have to put up with a lot from the experts of the ECA in Washington. 





>> Current ruckus is raised over the scarce metals, aluminum and lead. 

The ECA claims that Britain, the Netherlands and Belgium are buying these 
metals with ECA funds and, at the same time, re-exporting abnormally large 
amounts of lead and scrap aluminum to American firms at much higher prices. If 
this is so, these countries are biting the hand that's feeding them. 

Many U.S. Senators and Representatives call this "a breach of faith," 
threaten to crack down on further ECA funds for these countries. 

But all three countries deny the ECA charge. Each has export controls. 
The British admit only small token shipments of remelted scrap aluminum, say the 
U.S. has previously been informed of these. The Dutch claim nothing of the kind 
has been re-exported except in fabricated form. The Belgians say no lead has 
been exported and very little aluminum. And that was not ECA aluminum. 

Implication abroad is that ECA should have investigated further before mak- 
But ECA officials are sensitive just now. Signs of alertness 
Congress start next month. 
Plane 














ing such charges. 
now will be remembered when hearings before the U.S. 

Stocks of aluminum scrap in Western Europe are thought to be large. 
High prices in the U.S. market might well bring this out. 





scrap is considerable. 
So there's no doubt of the temptation to export. At the same time, it is a fact 
that scrap aluminum cannot replace virgin aluminum in certain uses. Censequent- 


it could be perfectly legitimate to import virgin aluminum and export scrap. 
Fear of Britain, the Netherlands and Belgium is that the ECA charges have 
done them serious damage as far as the U.S. Congress is concerned. 


ly, 
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encing, dancing, movies and kissing: 


that's how they learn singing in Milan 


MILAN 
sARNING HOW TO SING grand opera here 
doesn’t stop with the vocal cords 
tudying for the opera means nine hours 
day of hard work, Courses include 
encing and ballet lessons, and all the 
»achers are merciless critics. 
‘ Milanese musical circles are currently 
king about the tenacity and enthusiasm 
fnine American girls studying singing 
the famous La Scala Opera School. 
Fach of the nine is so filled with energy 
hat all other students and even the 
eachers are affected. 
The girls are young and attractive. 
‘othing is too difficult for them to tackle. 
They don’t even mind the prospect of 
wetting as fat as famous divas are popu- 
rly supposed to be. “What does it mat- 
er,’ one of them asked recently, “just so 
mg as We can sing one day at the New 
York Metropolitan or here at La Scala?” 
| Biggest difficulty for these girls, who 
rome from New York, Detroit, Elizabeth, 
. J, and Norfolk, Va., is getting the 
proper pronunciation of Italian. Hours 
are spent each day repeating phrases 
ver and over again until they are per- 
ect. No sooner do they get their lines 
right than they must hurry into a fast 
encing match with Maestro Ponzi, or a 
ballet lesson with Signora Mazzuchelli. 
Some of the girls live in downtown 
oarding houses. Others live in Milanese 
homes. They have all made a big hit 
with the Italians, who consider them 
prototypes of the American girl. One 
Italian said, “They are typical college 
gills: long legs, regular features, slim 





























figures, low-heeled shoes, three-quarter- 
length jackets and pleated skirts of gray 
flannel or Scotch plaid.” 

A good voice is not all one needs to 
sing on the stage here. The girls must 
learn -how to embrace a tenor without 
setting their wigs askew or ruining their 
make-up. They have to be trained to 
overcome the technical difficulties in- 
volved in a kiss executed while walking 
through a glade. They must remember 
never, never to hold their hands palm up, 
but to show them to the public in a three- 
quarter profile. 

Signora Gina Cigna, head of the 
school, is very pleased with her Ameri- 
can students. She boasts that they are 
always on time for class and never get 
discouraged even if they have to repeat 
a musical phrase twenty-six times to get 
it the way she wants. 

If all goes well, and there is reason 
to suppose it will, the girls will be ready 
for the big time when the course ends 
next June. Signora Cigna thinks they de- 
serve success. J.w.M. 


Britain's merry yule 
means a bonus of tea 


LONDON 

T IS ANOTHER “AUSTERITY” CHRISTMAS 

| in England, the ninth under rationing. 

With the exception of a bonus in tea, 

extra rations for Christmas this year are 
the lowest since the end of the war. 








For the holidays, British housewives 
will be allowed to buy an extra four 
ounces of tea, an extra half pound of 
sugar and two ounces of candy’ and 
chocolate. But there is no meat bonus 
this year. 

There will be more turkey—2,000 tons 
more poultry than last Christmas, And 
there is a double ration of cooking fat 
to help housewives prepare Christmas 
dinner. Also, all kinds of jam and marma- 
lade have been taken off the ration list. 

But plum puddings are harder to find 
than they were last year. Customers 
registered with the stores are rationed 
to a one-pound pudding for each two 
persons in a family. The chief reason for 
the limited supply is a shortage of dried 
fruit. Most shoppers are unlikely to get 
more than a fourth of a pound of cur- 
rants and raisins per ration book, 

Nearly every family will be able to get 
a few oranges or tangerines. Apples are 
being imported from Switzerland and 
other parts of Europe to fill out the home 
supply, which is smaller than last year. 
Apricots are being brought in from South 
Africa and nuts from Europe. 

There are not many brightly lighted 
windows to make the holiday season more 
festive in London, either. The country 
is having to save all the electricity it can 
for industrial use, so illuminated decora- 
tions are out, for the most part. 

But the face of London is not wholly 
austere. Some 500 Christmas trees are on 
display along the balconies of Regent 
Street stores. And entertainment, of 
course, is far from rationed. Three panto- 
mimes, two circuses and a number of 
Christmas plays for children cheer Lon- 
don’s holiday season. And in a more 
serious vein, special carol services are 
arranged for Christmas eve by churches 
in all parts of the United Kingdom. 
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Challenge to Taft Leadership . . . White House Worry 
. . . Slim Wartime Pickings for Spies 


Over Slowdown 


Spies really had slim picking in Wash- 
ington during the last war, due largely 
to the fact that most U.S. secrets were 
turned over readily to the Russians as 
allies during the period after Decem- 
ber, 1941. Atomic energy was the one 
field in which security was ironclad. 


x * * 


John Snyder, Treasury Secretary, and 
some other Administration officials, 
are to try to talk the country out of 
the growing idea that maybe the post- 
war boom is on its last legs. Herbert 
Hoover discovered 19 years ago that 
good intentions and pep talks do not 
reverse trends if they really set in. 


xk & 


The White House group, privately, is 
worried about the slowing in some 
lines of trade. This group, too, is not 
so sure that the President should en- 
courage a fourth round of wage de- 
mands at this point in the business 
cycle. 


xk * 


Julius Krug, Secretary of the Interior, 
is to step out rather early in the new 
Administration, to be succeeded by 
Oscar Chapman, Under Secretary. 


kkk 


Charles Sawyer, Secretary of Com- 
merce, is not in the best of standing 
at the White House even though the 
President cleared his recent speech to 
businessmen and even though he is 
leading the procession in favor of con- 
tinued export controls. Mr. Sawyer, 
like Mr. Krug, did not take a front- 
line position in the campaign to re- 
elect Mr. Truman. 


x kek 


Governor Thomas Dewey, of New 
York, still has a big following inside 
the Republican Party, but is not to get 
a third try at the Presidency. The 
Dewey influence in 1952 will be on the 
side of the Republican candidate who 
can wear the label of a “liberal.” 


xkkek 


Republican leaders are aware of grow- 
ing support within the party for the 


64 


idea of making a partisan issue of for- 
eign relations. Many party members 
feel that there are votes to be mined 
on the nationalist side of foreign 
issues. 


xk * * 


Senator Eugene Millikin, of Colorado, 
stands at least a 50-50 chance of re- 
placing Senator Robert Taft, of Ohio, 
as chairman of the Republican Policy 
Committee in the new Senate. The 
Taft leadership is under rather heavy 
fire from inside the Republican Party, 
owing to the election outcome, which 
included the loss of Ohio to the Dem- 
ocrats. 


xk * 


Senator Henry Cabot Lodge, Jr., of 
Massachusetts, is being favored to be- 
come Republican Whip in place of 
Senator Kenneth Wherry, of Ne- 
braska. Again the emphasis among a 
good many Republican Senators is on 
the side of change. Senator William F. 
Knowland, of California, will have to 
beat Senator Lodge if he wants to get 
the job. 


xk k 


Senator Arthur Vandenberg, of Mich- 
igan, is in favor of honoring the 1947 
party-caucus pledge to give the next 
opening on the important Foreign Re- 
lations Committee to the West Coast. 
If this is done, Senator Taft, of Ohio, 
would not get the Committee assign- 
ment that he is seeking. 


xk kk 


Senator Wayne Morse, of Oregon, is 
favored by Senator Vandenberg for 
the Foreign Relations Committee as- 
signment, if the Democrats approve 
the 7-to-6 Committee membership, as 
they are expected to. 


xk 


A real contest is developing for the 
post of President pro tem of the Sen- 
ate. By seniority, the job should go 
to Senator McKellar, of Tennessee, 
who is old and in poor health. He is 
being opposed by Senator Tydings, 
of Maryland, possibly by Senator 
O’Mahoney, of Wyoming. 


George C. Marshall, Secretary 
State and wartime Army Chie 
Staff, is giving Mr. Truman sup, 
in his effort to hold down the six 
military budgets to $15,000,000,009 
the year ahead. Secretary Marshal 
concerned lest the size of mili 
spending cause the country to log 
terest in large-scale assistance to of 
nations. 


xk * * 


U.S. diplomats are discovering at 
ther profound lack of enthusiasm 
the part of other nations in giving, 
firm assurances that they will be 
the U.S. side in event of war 
Russia. No nation is bidding very 
for the privilege of being the batt 
field of World War III. Instead, 
is growing enthusiasm for the ide; 
remaining neutral to let U.S. hg 
the problem pretty much alone, 


xk 


Lieut. Gen. W. Bedell Smith, U! 
Ambassador to Russia, is press 
hard for relief from that job sot 
he can return to the Army, where 
has a future cut out as an aspirant 
Chief of Staff in years ahead. Mr. Tt 
man’s problem is to find someone 

is willing to go to Moscow to enj 
its frigid atmosphere. 


x *k & 


Paul Hoffman’s staff of Marshall Pi 
administrators is to be busy in! 
explaining that Plan and answefl 
questions of Congress. Deals by whi 
businessmen in some Marshall P 
countries took goods given by U. 
and resold those goods to U.S. ai 
high profit, denied vehemently 
recently, are just a few of the d 
that Congress will want to look ifh 


xk 


Averell Harriman, roving ambassa 
for the Marshall Plan in Europe, 
longer is stressing the requiremé 
that European nations tend to 10 
trade barriers and work out some 
proach to a U.S. of Europe in ret 
for the billions of dollars they ateg 
ting in the form of gifts from! 
country. 
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